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Federal policy toward highdr edtKalion operates at several levels and 
for diverse purposes. The stakes are high and the issues complex. Virtually 
every important sector or agency in Washington has a substantial investment 
in the yield of American postsecondary ei^ication — whether of competent 
professionals, productive research, or of the intellectual undergriding of th^e 
larger society. 

Yet, the apt>roach of the Ration's leaders shows little consistency, » even 
at a time when the health and survival of much of American.higher education 
are less predictable than in any period since Wprld War 11. The forms and 
directions of the federal role are especially significant as we approach the 
renewal in 1-980 oiHht main national legislation affecting our colleges and 
universities* and their students: the Higher Education Act of 1965. 

.To help set the stage for the spirited discu^ssion that should precede 
legislative action, the Institute for Educational Leadership is pleased to pub- 
lish J>)seph Froomkin's hard-hitting dissection of the state of higher educa- 
tion insl978^ Drawing iieavily upon carefully assembled fiscal, economic, 
and demographic data, Br. Froomkin takes a thorough look at the economic 
state of higher education and at tKe social and political forces that threaten it. 
UnJike countless Ather oi^servers, he is unafraid to translate his analysis into 
a set of specific policy alternatives for consideration by policymakers. 

To round out Dr. R||»fkin's report, the Institute for. Educational 
Leadership is includinj^tftfWKreport reactions from two of the nation's most 
discerning analysts of higher education: Dr. Joseph N. Crjciwley, President of 
the Universityjof Nevada (Reno), and Dr. Michael D. U?idan, Commissioner 
of the Board of Higher Education of the State of Connecticut. Both share 
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many4)f Dr. Froomkin\ conceras, but' neither fully accepts either his use of 
data or recomniendalions for rethinking federal policy. We hope that the . 
resultant three-way combination of\tact and inftSrnied commentary will help ^ 
spark the vitally necessary debate on higher educational policy that must** 
occur in the next two years. 

Needed: a ^^en- federal Policy for flii:her ^duration is Policy Paper 
Six in the Institute for Educational leaderships continuing policy-oriented 
analyses of educational issues. Information on obtifming-Z^^^/uT Papers and 
other publications of the Institute is available on the inside back cover. . 



. Samuel Halperin 

Director 

^hsiiiute for f-ducational Leadership 

October 1978 
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New Policies For 
Higlier Education? 



The policy issues which come>Op in most discussions of higher ^^dui:a- 
tion have scarcely changed in the past 15 years. They include ^ch'^ 
^ concerns as how to give the children of poor parents access to hi^h^f 

education, and how to retain them in it; different ways of ensuring that, 
students attend institutions of their choice (h euphemism for channelirigf 
public funds to the priviO^ sector); the desirability of encouraging innovation 
in curriculiim and in learning environments; and the necessity-to imprOiive the, 
prannirig, cost control and accountability of institutions. Only the pursuit o;f 
excellence is mentioned less often; this amorphous concept was us^d tg 
justify higher levels of expenditure per student. It ha'^ now been rejjfac^d l?f 
concern for the survival of the smaller and less popular institutions, f .^ ; • 

Perhaps it should not comeSas a suiprise that ihp%c issues have remained 
so constant. Most policy pronouncements about higher education ar^ bas^ 
on value judgmejits about the benefits of extending education b^yjcWd 'Jiijh 
school, and valae judgments do not change rapidly. Nor have thcre.be^n any 
startling new research findings to challenge them. After spending mucih time 
analyzing data that were collected a number of years back, researchers have 
mostly failed to prredict the^ effects that changes in our society have on the 
higher education sector. Thus, public policy is formulatett to respond to the 
concerns of the past two decades, legisWive action is still, directed Wlareas 
spotlighted by pressure groups, and new subsidies are justified wit^doutdated 
arguments. > . ? 

-Analysts who wish to formulate poHcies for higher education to fit to- 
morrow's conditions are not well served by the current research. No on© has 



speried out the threes which will tkshion tht college and university sCertb a 
decade from now, of. the new policies which will have to be.int^:oduced as a 
result of the. aiit^iijtpated changes. Yet such irtformation- is 'desperately 
needed, for it is universally agi'eed fhat the environment in which Ihe posN 
secondary sector will ba.operat4ng is likely to chang'e radicaljy in the next ten 
years.' Enrollments will declin^, the job prospects for college graduates will 
continue t^) deteriot*at^; i(hd it quite likely that ta:tpayers wilVbe irtcreas- 
ingiy reluctant. to assign a gro^C^yjg share ofrtheir income to the public sector,, 
thus e.xacerbating the financial problems of higher education^rtstitutions/*' • 
Since it takes a long time to establish a cowiensus, it'is urgent to^sk 
ourselves now which programs should be curbecKand what new prograftis 
should be initiated. A convincing case can be made for some entirely new 
patterns of suK^dies k) higher'education. Yett|<t special interests will vigor- 
ously defend their subsidies, and as U)ng as clecisions abo^t subventions are 
made on an acthoc ba^vis, tt^se ^^e.cial interests are likely to win. . 

In sha p ing policies for ah uncertain future, g^jts may be as important as 
brains. Important trends in postsQcond^ry education are generally identified 
only a goodly number of years after they have manife*;ted themselves; year- 
to-year changes nr-Mjch» factors^ as enrollments often provi4e misleading 
signals. In the fall. of 1975^enrollments increa.sed substantially, and a number 
of analysts concluded t*jat a hew enthusiasm for higher education had 
gripped the young. In the fall of 1976, though, enrollments stayed at the 
previous year's IcveL and the optimistic analysts had To climb down from 
\^c\r limb as graciously as they c<S|ild. " 

^ PericKls of unwtutanted enthusiasm ^rid depression will continue as long 
^.^(HJF models are^not con>prehensive ejeipugh and our statistical techniques 
are not sophisticated enough to be good predictors- of the future. Hence, a 
great deaj of subjective jiJdgment underlies every prediction. This fact makes 
it easier to ignore unwelcome forecasts. A forecast of declining college en- 
rollments and declining wages for teachers that is used (o advocate a 
drastic restrircturing of hi^sher edjiication is , not likely to be greeted with 
hosannas. Like the messenger who broug^it the bad news * the analyst who 
prepares such forecasts couW well be executed or, at the least, deprived>of 
his research grant, . . x ^ 

[X^spite su<ih dangers, it would be a mistake to shirk thdtesponsibility of 
drawing conclusions from the decline in tifefhirth rates/ the change in college 
students' choices of majors, and the present and future shortages of^i^esti- 
gious jiffl^ For college graduates. We believe that the consequences of the 
chan^ifig patterns of education are significant, but difficult to identify, be- 
cause we have been living in a period which, we hope, is atypical, charac- 



teri2;c<lby:high unemployment, sk)w growth in productivity, aiid deferiorm- 
ing termi of trade. - • * * 

; ; ' • • • ^ ' . ^ 

r College Atteddanc^ and . Employ n|fnt: The Past Decade 

•/ -The rapid growth of enrollments In higher education in the U.S.» which 
^amounted to 45 per cent in the second half of the 1960's and was followed by 
a smaller, but still impressive increase of 30 per cent in the first half of this 
decade » has obscured the m.ugh ihore significant fact^that the nii\jority of 
young Americans did no^plan to spend four years in college. 

, . Starting in the j95d^s. tlie average number of years of school C9mp>eted 
by 2y-to-29-year-old Americans has grown mucli more slowly. Had the pre- 
vious dlcades' rate of g[rowth continued, the median attainment of the cur- 
>e|it grouf^ould have been some 3.3 years higher— cidse to the number of 
years requifijld'Co graduate from college. 

. ' Until nov^/, the number pf years of school completed by Americans has 
grown strikingly from generation to gemeratior/ The median attainment of 
25-to-2Vyear-olds in l'%0, for example, was ^ome three years higfier than 
thrfl of their parents. (persons 25 to 30 yea/K older). But in 1975, the dif- 
ference between these two age groua*i nap^wed to 0.6 years of education. 
. Instead. of \:ontinuing to the level of coHtfge seni6rs, tjie median education of 
young Americans got stuck at l^strthan one full year.of postsecondar/ at- 
tendance., 1 , * 

Thi^ slowing down of the median educational attainment of younger 
Americans is ^sigrr tlmr the United States is reaching a sfituration point in 
the demand fo^duo^on. While high school graduation is now established 
as a minimum no||| for th"^ mtffority; and some exposure to the ppstsecon- 
dary^^ector is alscfmcVeasingly common, the plans of the high school class of 
1972 have indicaned that no more than 50 per cent of 'high school seniors . 
expert to earn a bachelor s degree. • . ' 

The numbCT of people with a short exj^osure to education beyond high 
school is underestimated by educational planners who rely on the statistics 
collected by the U.S. Burepu oPthe Census. The Census statistics fail to* 
make clear that although some 6i) to 70 per cent of all high school graduates; 
are JikeJy to enroll in a postsecondary course sometime during theif lifetime, 
about a fifth of . them are not likely to earn a year's credit. The Census 
publishes separate figures for the number of high schooPgraduates and fbr 
perso'ns who have completed onebr more years of postsecOndary education, 
but for some reason it lumps students who have had less than a full ye£kr of 
higher education together^ wijh the high school graduates. In other words, 
onJy that half of each hijgh'school graduating class which spends more than a 



^ycai in si>mc pi)siseci>rulai y cdticatii)nal pri)granvis rcpi>rtt}d b'^ Census as^ 

*By an ikUI Li^iiKidchcc. ^fic pi\)piM tii>n of high school seniors who enroll 
in ci>ll'ege in the fall folli)vving their graduatii>n is alsi> fifty per cent of the high 
schi>ol class\ It IS i)ften assumed, carelessly, tha't the coll^^ge t^hmen who 
enri>ll soon after graihiatiiUi are the very same pei>ple who a^^j^yter reported 
to have completed one year i)f ti>llege or more. Actually thyBBjot the cas^; 
if i)ne li>oks carefully, one finds that attendance pafterns rajjpstsecondary 
edUcatii>u are far mi)rc eomplev. . ^ * . - 

Khe childcen i>f vveH-ti)-do parents usually enroll in college ifnmediately 
after grailuation fri>m high schi>ol. The children of poorer p^irents are more 
likely ti> delay, their enri)llnient by a few years, imtil they have become 
independent. i>r have saved mi>ney to pay for additional instruction. Thji 
differential pattern i)f enrollments has confused olir percepfion>inf the pro- 
portion of eligibles in eachwnconk gro^p who attend postsecondiir^institii- 
tions. y 

As longsis* most i>f the statistics about the incorne level of parents are 
collected in crc>ss-sectiorial surveys (with some surveys limited to full-time 
students), we collect income data about the families of younger students who 
are still dependent orl their parents, but lose track of the social and ecbnomic^ 
origins of the bulk of delayed entrants who live away from home. Thus, the* 
most widely Aised' statistics about the incomes of parents of students u/ider- 
estimate the attmber of students from poor families who participate in higher 
education. Ihis shortfall is prohiibly <:^n (he order of some \5 to 20 percept, 
and the ^access figures of children whose parents are [n the fcgwer qimrtile 
shoulcl probably be increased accordingly. 

Hven with this adjustment, however, there is little doubt that the chil- 
dren of rich parents are more likely to enroll in postsecondary institutions. 
Repeated surveys of high school seniors' intentions to enroll in college are 
unanimous in showing that seniors whose parents arc in the highest inconiie 
c|uartile are more likely to plan to continue' their education,than those who 
were raised in less affluent households. This gap has narrowed since 1959, 
when the children of parents in the top quartile were nearly thrice as likely, to 
state that ih^y might or wpuld attend college as children of parents in* the 
lowest income quartile. Today, the difference is more oh the order of 15 to 20 
per cent, and is a tribute to the effectiveness of the student aid program, as 
weir as the various efforts to recruit students from disadvantaged back- 
grounds. Thu^s, in the 16 years fromT959 to 1975, the income distribution olT 
high school seniors who intend* to go to college has changed significantly. 
Families in the Upper half of the incomq^istribution used to accou(U for 
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iwo-lhuds o/ this, numbec ihey now ^iccount tor 55 percent. And while 
cNldpLH t'rom»the lowest fourth of the income drstribution accounted far on(y 
1 1 per cCht of the high' school seniors wht.o tnienUed to go to college m 
they nv>w kk>nstuute 1*5^ ptfr cent of the totlil. ^ ' . ' ' / 

Richer students are more likely to enroll early in college, and those who 
enrt>ll at younger ages usually attend full-time. Furthermore the children of 
the rich are generally better prepared for college than, the childron of the 
poor. F'or those reasons »the composition 'of the total undergracfuilte body,, 
which eniJompasses all four years of college, is much more heavily skewed 
towi\rds the we!l>k>-do than that of the freshman class. Perhaps as much as 
three-quarters of the BA recipients are likely to come.frtinl families in the 
upper half tSf the^ mcome distributiort. 

The high attrition rate of \he children of the poor has no doubt been 
lowered in the past ten years, than^4^s to the availability of increased student, 
support (the graduation rate for 25-to-29^year-olds who persisted in higher 
education for a -year jumfied by at least 10 per cent from the I940\ to the 
I97()'s, and may be still 'hightir today). Nevertheless, the average student 
from a poor family clearly has much lower. chances of graduating than the 
^ scion of the rich. ()ne/Cannot avoid the conclusion that higher education is 
still highly skewed to delivering benefits to students whpse parents have 
above-^average incomes. Jt is unfortunate that the market for people with a 
college education soure^d before the social problems of equality of opportu- 
nity cOuW be solved. 

Irately, an increa.singV>rOportiori of college-U'ained people have been 
filling jobs formerly deemediinappropriate for them. Between 1960 and 1970, 
>the proportion of th^ labor force th'at had a college education increased from 
10 to 13 per cent, yet there was no indication of an imbalance between the 
supply of college-trained workers alid the number of suitable jobs. The vast 
majority of persons with college degrees were placed in professional or other 
high-paying administrative, managerial and sales positions. Between 1970^ 
and 1975. however, the imbalance between workers and suitable* job? be- 
.came more apparent. By thenn nearly 17 per cent of all employed workers 
were college graduates, alid an increasing proportion of these Nygfe found in 
occupations v/ith less status. The vw^ages of younger college graduates re- 
flected this change: furthermore, they increased less than the v^ages of other 
younger workers between 1970 and 1975. The earnmgs of college graduates 
aged 25-34 increased by 19 per cent during that period, as contrasted to the 
32 per cent rise in wages for high school graduates in the same age group. 

The eiirnings of college graduates probably would have.been even lower 
had these graduates not skimmed some of the more desirable joJi^^^which 
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. wtMc formtM^y tilled hy persons with a partial a>iregeyduy;ition» though not a 
bacheU)r's degree. The proportion .ot professionals with a parti^il college- 
uiliK-ation decJincd from one in live in bgdh l%() ^nd 1970 to one in six-jiy 
1975. These dt^veJopmetits are partictilarly significant sijice V^^rsons wfth 
some* college education did not profit as muclv financially f^;om the hoom*of 
the iWiOVs: their wagen increased more slowly during that decade thart those 
of either high school graduates or college;: graduates. There is considerable 
evidence tbat an inoreasing proportion of persons who do* not complete; 
college are now finding jo|^s in blue-collar occupations as vyell as in lower- 
level' while-collar occupations. 

Additignifl .evidehce that the market for ^ the college-educate'd has 
changed radically in the past few years cim be adduced from their unem- 
ployment rates. Some 6.4 per cent of college graduates were unemployed in 
1975. compared to 2.4 per cent in 1970. Persona who had put in fewer tlian 
four years of colk^ge saw their unemployment rate c|imb from 3 9 tor6.9 per 
cent. cli)se to the rate at which unemployment increased in the total popula- 
rion. 

The changing pattern of job openings has not been lost on potential 
^ enrollees in higher education. An increasing proportion have switched from 
degree-credit courses to the non-credit offerings of the postsecondary sys- 
tem. 1 hese non-credit offerings, mostly of short duration, generally prepare 
fixing persons for specific lower-level technical and blue-collar jobs. Appar- 
ently many recent high school graduates have read the job market right, and 
are acting accordingly. 

Among students jn the degree-credit programs, there is a pronounced 
shift Jo 'practiciir* majors,. such as business, and away from majors which 
prepare students for occupations which are experiencing a glut, such an 
Jeaching.^Since these changes have occurred recently, one can make a good 
case that ^he conditions* in*tht?.J^bor market in a given year are more power- 
ful persuaders than long-range anticipations of th^ earning potential in a 
given profession. * a 

The Next Ten Years 

It can be con.sx^rvii^ively estimated that by 1985, if past trends of enrolK 
ment continue, some 22 per cent*of all employed persons will have had four 
or more years of postsecondary education. An equal number will haVe con- 
tinued their studies at least one year beyond high scho'oK This means that the 
proportion 6f persons in the labor force who have had some college educa- 
tion will have more than doubled in 15 years — a change which is likely to * 
result in important shifts in the distribution of the better-educated workers. 



,I*be magnitude ot these shifts wHl dcpcndjai:yclv on the puKlic policies 
adopted hy the government, f^ibhc^auth^f^rities have played;* crucial rOlc jn 
the employment ot the well-educated^ inMhc past. It may vom'e iv^i surpnse 
to some that in the decade^ of ihe .1950 v^nU the I960 s\ "60 per Cent of the 
,new jtfbs for college graduates were provided by the.. public seVlor or the 
••merit gooiiv sector (the provision of education^ health and sociiJ services). 
Since thim. proportion has increaset}: we estimate Ihtitlhc public sector 
employed roughly 70 per vent the college graduates whiV^entered the labor 
force^in 1970 to J975. 

Should the public sector continue to grow: J[ its previous rate, the new 
^ and more educated workers could conceivably go on tilling the kinds of jobs 
to which previoiis generations of the well-educated were accu\tomed. How- 
ever; there are indic'^ations thai this expansion cannot continue. In the first 
place, the demand for teachers, which played an important role in the em- 
ployment of college gra.duates. is likely to stabilize as a result of declining 
birth rates; fn the second place, the public s coniinti^d resi»stance to higher 
tax rates is likely tx> curb the growth of government services. ^"f' 

Our best estimates of the job prospects of college graduates indicate that 
in 1985. one out of three workers. who are college graduates will probably fill 
a job which vyas filled by a non-graduate in 1970. Even if the 1975 ^job 
patterns remiiin unchanged, a less dramatic, but nevertheless important shift 
in the quality of jot%s is indicated;. One out of four college graduates will then 
be in a position formerly tilled by someone with less than a college degref . 

As college graduate.s edge thein out of many jobs, persons with less^han 
four year of coUege will face an uncertain future' In many cases, their pro- 
motion patterns may be bjocked by the plethora of college graduates. At the 
same lime, those who are just •entering the labor force may. have to accept 
jobs with l^ss status at the^ outset 'of their careers. ' ' 

The most likely, projections, of the employment of college graduates. 
between>l975 and 198a5 indicated that their share of employment Will in- 
crease from 10 to 15 per cent in the profit sector, and from. 36 to 42 per cent 
in the public and merit good sector. The private sector is likely to supply 
some 60 per cent of the total jobs filled by nevy enfrants with this level 
education. Thus, a complete turn-around in the- employment patterns of 
coyege gradiiates is anticipated. 

This shift in employment patterns is likely to be less pronounced for 
persons who have not finished college; While they are likely to find jobs in 
the private, sector in the sam? proportion as college graduates, a higher 
propiVrtion of them were already employed in the profit sector in previous 
decade^. Therefore, the proportion of this group of workers in the profit 



sec;l\>r is expected to mcrease rhore, moderately fj^m roughly two-thTWs'to 

thrce-quiirters between .1975 and 1985. (J * 

Only a technologicaPrevoluli(>a^or a Khift in the naUerns of coAsump- 

tion i)f g<Aods to government -services, wx)uld requii^iii^^^ such 
^agnjtudtvjn the number of college-tr^ned workers, ^njlie^^ wiH 

become more -and mora ji^timmon to qqiestion the aitcVuats of public funds* 
Jhal iu*e allocated to education, sinXj^'it will be argueu>hat thi^> expenditure 

contributes little to economic growih\ * 

The defenders oV education \ place in governmerit priorities find it very 
embarrassing that the current state of economic theory gives scant support 
to tl^Mr value jugments/As Ma^k Blaug has pointed out, research in human 
capital theory, or returns to education, has eschewed testing either the effect 
of the *\social * rate of return upon the allocation of resources, or the role of 
governnrient subsidies in equalizing the scKial yield at all levels of education, 
or the etYect of education on the mobility of>different social groups. 

Human capitid theory has been the chi/f refuge of economists who wish 
to limit subsidies ti) higher educ^ation. However, it is not piu^icularly useful 
as an indicator of the le<ji{el of educated manpower needed for a given stage of 
economic development: Most*tcoaomists now use the higher lifetime earn- 
ings of educated people as a justification for investment in education. Rates 
of return to the individual iffilK^)ciety,are calculated by dividing the pre,sei\t 
Value of the incremental earnings of typical persons with different'^evels of 
education by the expenses which were incurred'Ti^^obtaining the additional 
levels, MoSit findings to date have iniplied that, except for graduate educa- 
tion, the rates of return in education ar^oughly equal to those obtained by 
in^'estiiig in physical capital. Hence it is argued that the level of investment 
in undergraduate education in the past was abo^t right. 

Recently there has been some evidence that this rate of return is likely 
to decline in the future, and some are concerned that Americans are becom- , 
irtg overeducated. If the difference between the earnings of college graduates 
and high scIhk)I graduates does narrow, one of the underpinnings of the 
economic justification of education will be weakened. 

An increasing nurpber of writers argTie that the ra*te of return for educa- 
tion is irrelevimt anyway, since education is used as a screening device to 
exclude persons without credentials from desirable jobs. Other writers, less, 
cynical about the uses of education, maintain th^t employers use education 
as a signalling device to alert them about job applicants* trainabiht^ and 
scKial acceptability. The difference between the views of human investment 
theorists and 4hose of their critics tvill not be resolved until we understand 
the effect of education on the requirements for the multitude of jobs in our 
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, society. Su>h understandinj^is not likt^ljTto dawn^upon us soon enough to 
contribute to the timely restructuring of policy for higher education. 

Some of the older justitkatiotis for higher education have also fidlen out 
of favor — for example! Deni'ioa s theory that a sliKsliintUil pactpf the in- 
crease in the productivity of society as 4^hol| can be ascribed to education. 
, rhis*tk>cs not "iurtive an empirical] comparison of the experiences dif- 
ferent countries; Consequently. aJternagves theories, vt^hich do not assume 
that the marginal prixluctiviiy of capital is constant over time, have been 
advanced to explain the growth in the productivity of the labor force. 

In their latest attempts to justify higher levels of postsecondary educa- 
tion, economists have in^j'aded territory which is generally staked out by 
sociologists. Thus the tendjjncy of better-educated people to accept innova- 
tion earlier than those wigi^jt^s education has-been cited as an additional 
advantage of higher educ^on. and ingenious attempts have been made to 
quaniify it. It is also becoming fashionable to try to estimate the extent to 
whrch the better-educated benefit from the grcatenuse of resources, such as 
a higher consumption of hciflth services, which is said to result from their 
education. Unfortunately, until now these studies have been no more than 
suggesuve and tantalizing. It could be argued, for instance, that innovations 
would be disseminated just its quickly if only half as many jlersonj? attended 
college but demonstrations of the innovations' advantages were available to 
the rest. Nor is the work on health particularly convincing. When the British 
Health Service lowered the cost of medicaf services, it managed to equalise 
their use by different social classes. thiK cutting the ground from under 
much of the empirical work thai had been done in the United States on the 
jiide benefits i>f education. 

There are many more reasons for justifying present, or higher,' levels of 
postsecondary education on perfectly qualitative grounds, going back to the 
theories of taste which were^&hampioned by old-fashioned sociologists and 
which hav-e been tal^en up Hucfeasingjy often by modern public finance 
theorists. For example, ^oWe could defend higher subsidies for education jpst 
because people, or their elected representatives, are willing to vote for them. 
In this case, however, the policy analyst's duty would be to inform de- 
^cisionmakers about the consequences of their decisions. 

In this connection, we have been well served by two recent studies; one 
specificiUly oriented to evalua^ng the qualitative br sociological effects of 
education. A Decree and Wha^" Else?, and the even rnore recent survey of 
The Quality ^fAnferU an Life. Both provided indices of satisfaction with life 
by level of education. ^ ' ^ * 



. . 1 u ^{ essays about the impact 

l.ad> one to quosm.n th<^ value o{ a cdlege education". The only certl 
^'-^^V ^^iil^-^l-- are that college (I) does contribute Sth 

attainment ot high .unJ^(l) may marginally reduce prejudice. (3) increases 
■n erest m public alTairs (possibly because college gLiates can aZd h" 
nvo vement and have more to lose or gain by the acti'ons of the govern 
nent) and international matters.: Other findings are more moot. For invtance 
the higher proportion among college graduates of happy marriages and of 

. comes (smce lack ot money ,s the source of much friction) hs well as to 
thS r '''' ""''^'^'^'^ ^he finding hat a 

tr.Kluatcs in 1^69. for instance, u^cre the RcacJcr ., Dif^est, Life Time the 
Nanonal aeo.rurhU . anj f^arajj and TV'GaUie. which tied for fifth piace - 
Among women with college degr^vs. ficach'r^ Di.e.t also won the poLlar: 
.ty sweepstakes, followed by A/,c,//,, 7,>„. and Parade. Dun n^ he 

hZ 7 ^'■^^^'■^"^ "Sures among the ten most popular 

shows, and for women, the NBC new.s report ranked ninth. 

A number of studies have shown that college attendance strengthens 
personal competence eVen among those who do not finish college Yet it is 
signifK-ant that thj; percentage of respc,ndent.<» whoYelt that life would work 
out pretty much the way they desired, and that things would work out as • 
they expected .f they planned ahead, declined from 1956 to 1968. The loss in 
Uie beliet in their ability to plan was nu.r prounoun'ced among those wiffea 
partial college education. College graduates lost confidence at about thV 
same rate as did high schoo^ graduates. , ' '"^ 

The possibility that an exposure to college may have less influence as 
he col ege expenence rs increasingly democratized inevitably sharpens our 
.nte,est in comp.uing the attitudes of college graduates to those of persons 
«jth some college eclucation.»The.s^ attitudes are reported, through a series 
of mterviews held in 1971 and 1972. in Tfw Quality of AmeLl Ufe 
erhaps he most startling finding is that college graduates rank no higher on 

Xh ; 'h ^^V"'V"rr''''"" ^^g^^ school graduates Jter the 

results have been adjusted for income differences. (.Without this adjustment 
cdlcge graduates seem more satisfied with life thkn pers'ons witl, only a high 
School cdi^calion.) The second bi^ surprise in the survey is That the iffe 
2|.sfact.on of persons who have had some college, but never obtained a 
d(.grcc. .s considerably lower than that of either high school graduates or 



collie graduates, even when adjustments ape made toi KiitTerences in in- 



come. 



Fhe study tinds repeatedly that there* is very liitl^- difference between ♦ 
/ the degree of satisfaction with housing, i^ork. the quality of life in the UAS.. 
etc.. among college graduates atid high school gfaduatev. However, that 
satisfaction is always lower among persons who ha'^e not finished college. 

This holds true.even when it comes to satisfaction with marriage: men 
who have had only some college education are far less pleased with their 
marriages than are high school graduates, while male college gT^aduates rank 
just a little below high school graduates in satisfaction with marriage. In the 
case of women, the satisfaction scores decline monotonically ^is education * 
increases. College-educated wives are the least satisfied oYall wives in the 
United Stales. 

Perhaps this low level of satisfaction is due to the ^it>ieulty oJ\c\)mbining 
family obligations vC'iih work. A higher proportion of'women with college 
degrees work, and ihf proportion of those who are very satisfied with their 
jobssis about the same as among working wives with a high school education. 
However the college graduates find thejr work interesting more frequently 
than the high school graduates. The wives who never finished college are 
less satisfied with, their jobs than either the high school graduates or the ' 
college graduates; they also find their work less interesting, and their 
chances of promolK)n much lower than do wives in either of the other two 
, groups. J 

By contrasf: working husbands in all three groups have the same pro- 
. portiiMi of highly satisfied workers. Male college graduates find their work 

interesting much more frequently than do the other two groups, but there is 
T little difference fn this respect between men who have had some college 

education and high\chool graduates. 

In summary, these sociological studies'of the effects of a college educa- 
tion leave one with the feeling that (a) college does not. necessarily produce 
happiness, (b) a college education is more likely to produce happiness among 
persons who have. high earnings, and (c) a partial collegt education is likely 
to ^*ause more dissatisfaction, especially among worjcing wonien. f^eople 
whos'e occupational aspirations ;ue thwarted are less satisfied then those 
who have achieved measurable gains from their education. The effects of the 
heedless drive for mass educatii^^ beyond high school need closer examina- 
tion. 

Not all social scientists will agree with these findings. Howard R. 
Bowen. in his book Investment Di /.ramm.v. came to a more positive cvalua- 
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lion of higher education. After examining a large numHer of studies dealing 
* with outcomes oj college exppsure. he concluded that higher education had a 
signiftcant positive effect on both individuals and society. He argues that 
higher education can be justified on economic grounds al6ne. but this justifi- 
cation excludes a number of other important beneficial effects. 

Policy aniilysts must decide what evidence to trust. Neither attitudinaf 
earch nor findings such as Bowen' s, which are based on the data of the 
160 s; are likely to convince skeptics. It can be argued just as convincingly 
at in the light of the deterioration of the market for college-educated per- 
onneK policies that facilTtate access to college for the ill-prepared should be 
ion?d down, and new policies introducing an element of selectivitiy would, 
^iimely. 




The Urgent Need for New Policies 

While scholars can sit back and wait for convincing evidence of the 
effects of higher levels of education on the economy, on the level of satisfac- 
tion ofMhe population, and on life styles, policy analysts do not have this 
luxury when they see imf^nding changes for wh^chume mus^prepare. 

In the light of the condition^ that are /ikely to prevail in the next 10 
years, how should existing policies be evaluated? What new policies should 
" be formulated, and how should they be tested? It becomes urgent to build a 
. ^mosaic, out of existing bits and pieces of observations and develop a coherent 
.theory: This theory should be broad enough and detailed enough in its de- 
scription of the: future to allovv analysts to test the impact of alternative 
pfoposajli., ' 

Our visiop of^the shape of society teti years from now is central to the 
judgements that will shape oiit>i?olicies for postsecondary education. If one 
, believes that the ^^post-industrial society modelV' best describes the next 
^^deAde. one, may see no need to worry about fine-tuning the subsidies to 
. higher education/ In this type of society, dedicated to^informafion-handling, 
the growth of , government. 'lind services is projected to skyrocket, and the 
demand f|or more teachers, nurses, doctors, and other types of college 
graduates is likely to continue esx:alatin^^ - ^ 

• If, on the other hand, one has trouble visualizing an economy run by 
automated, super-efficient machines, one still has the choice betwen two 
models. The first of these might assume that the provision of public services 
will continue to increase, offering employment to persons with above- 
average education. There are good reasons for taking'such a projection .with 
a grain of salt, Tiowever. The revolt of Europeans who live in societies 
oriented to government service against any further expansion of this sector 
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IS a mutter ot ri?cord. The California electorat^e s vote to curb public spend- 
ing is an ominous sign of th* times. It js most likely that the government 
sector s expansion will stop in the short run. unless government-prbvided 
services decline significantly in price. Such a decline in prices may well 
occur if the wages of highly educated manpower fail to rise as rapidly as 
overall productivity. The creation of jobs suitable for college graduates in 
the public sector may hinge on the willingness of the well-educafed to accept 
lower wages. 

ITie role of government as a producer of services is likely to shrink in 
the next decade, while the role of the private sector in production and 
employment grows. Thus, the economic structure of the U.S. is likely to 
resemble that of the 1950 s. with a heavier emphasis cm the production of 
gcKxJs. Will propensities to enroll in higher education also be rolled back to 
-previous levels.^ Not very likely. There are grounds to belieye that the 
number of pecsons enrolled in institutions of higher education will bear 
roughly the same reliAion to the age-eligible groups as it has in the past. If 
one looks at education at the college level as a form of consumption or 
competition for places m the line for hjgh-statuls jobs, one should not expect 
declines. 

The proportion of high school graduates who are willing to spend time 
taking formal courses to increase their status will not change, but the antici- 
pated lower monetary returns of postsecondary schooling will motivate them 
to choose cheaper ways of ijittaining these credentials.. The insights of human 
capital theory are probably most relevant to explaining individual decisions 
to invest in education. Will students economize by staying away from the 
higb-cost. presumably private, schools, or by more frequently mixing col- 
lege attendance with full-time work? 

An increase in the propensity to attend school part-time would necessar- 
ily affect our policies for student support. The most difficult decision would 
then be^w^nether to offset the decline in the rate of investment in education 
by higher subsidies. In this connection, the pressure from underutilized 
university faculties will have to be balanced against a broader view of the 
effects of lower rates of attendance on the proilucti^ity of workers, on social 
mobility, and on income distribution. 

A policy analyst who wishes to fine-tune pplicy from the federal or state 
viewfK)iht must take into account the impact of higher education expendi- 
tures and of the supply of well-educated people on both students and the rest 
of the population. To what extent are increased levels of education used as a 
signalling device for employers.to allocate desirable jobs? Is it possible that 
the traditionally higher salaries of the well-educated depress the wages of 



. those with less .education*' Is a nation^ productiv ity positiv^oly^^fRxlcd by 
increasing the number of more educated workers, or is there a point of no 
rciurh beyond which education no longer conirihutes to productivity? 1- ven 

,iM} a more mundane level, an insufficient amount of Reflection has been 
devoted to examining different kinds of education and their possible effects. ^ 
rhere has been an even more astounding silence about the benefits of the 
newly popular non-degree vocational programs. Do the benefits of vo.ca- 
tional training paid with public funds accrue to the individual or lo business? 
Is our piTVnt policy encouraging a shif^t of vocational training from the 
factory Jl^r to the public junior coirege * 

In subsequent parts of this study, we shall discuss how these shifts in 
demand may afTect the fortunes and the structure of the posl-secondary 
sector. At all times w e shall try to keep the perspective of society as a whole 
as we look into tritditional concerns: access, choice, innovation and effi- 
ciency in higher education. 
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Higher Eciucation In 
The Mid'19fp's ' 



The reason that policy analysts worry about determining the ^right* 
level of higher education is that education costs sx) much. Ih 1975-76, 
for iHstance, the costs of higher education were estimated at $65 
Mllion. This figure includes tuition, books, travel, siib^vidies from public 
authorities and private donors, an imputation for foregone taxes on school 
property and revenue loss from tax-deductible donat ons to colleges and 
universities, and the lost income, after taxes, of full-time students. This total 
is roughly equal to the amount spent by Americans on the purchase and 
nnaintenance of motor cars — about 4 per cent of the net natipnal product. 

Most educators calculate the cost of higher education differentjy. They 
include tuition, books, travel, and subsidies to instruction from both private 
and public sources, but they ignore imputed lost taxes and unrealized earn- 
ings. However, they ^o add the students* living expenses (economists 
exclude these, arguing that they are incurred by nonstudents as Well), and 
sometimes research and development funds, and receipts for public ser\Jice 
activities which are part of higher education budgets. For convenience, this 
method may be called^he *\)uyof-pocket" appjcoach; it is used more often in 
day*to-day policy discu^^ttrtts than the more sophisticated gitthod of the 
economists. The /'out-of-pocket" estimate (Or 1975-76 was $60'l?illion, in- 
cluding the $10 bilHon spent on research and development. 

Much of this money is supplied by public authorities for three purposes: 
subsidies to instruction, estimated at roughly $16 billion a year at mi^- 
decade: another $10 billion for research and development: and $8 billion for 
financial aid to students. Thus, between one-half and three-fourths of the 
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"out-of-pocket" outlays fo£ hijjher education are financed by public au- 
thorities. 

. , • 

Despite the fact that these subsidies have grown rapidly, nearly doubl- 
ing in the past 10 years: the volui»e-«f complaints about available resources 
. fpr higher education has also increased. In the :ollowing pages we shall 
examine the reasons forAfc current dissatisfaction with the level qf support 
for higher education, from the point oT vievv of institutions, faculties, and 
students. ^ 



Institutioiis 

The past five years have witnessed a remarkable turnabout in the finan- 
<.ial conditions of institutions. During the education-oriented decade of the 
. I%0 s, higher education budgets grew extremely rapidly. The current out- 
lays of colleges in j>)e9V0 were 375 per cent, in current dollars, of what they 
^ had been in 1959/60; in constant dollars, they were 295 per cent. They 
' increased by another two-thirds in the following five years, but the lion's 
share of this increase was eroded ^y inflation. Thus, the real rate of growth 
of the resources of colleges and universities declined from 1 1.4 per cent a ' 
year during the l%O s^o 3.8 per cent a year in the i97Q\s. 

The slowdown in the growth of resources created severe strains in many 
institutions. The previous optimism about the prospects of academia was 
re|jlaced by gloom and the fear of insolvency. 

Why did the financial conditions of higher education ts^ke such a turn for " 
. the worse? The most-often cited reasons are ( 1) the slowdown jn the growth 
^ Sof enrollments, and (2) the concurrent lack of increase in the real resources , 
per student. -. . , -C ' 

^ Vfcich of the blame for the current malaise can be attributed to poor 
planning. Institutiojjs did not anticipate the slowdown in enrollment growth, 
and thus created many new places, well in excess of the number of students. ' 
As a result, some institutions w?re able to accommodate students at the 
expense of others, and enrollments dechned in roughly one-third of alFfJublic 
colleges and universities and ooe-half of private institutions. Thus, a sub- 
stantial minority of institutions had to cope with dechning student rolls, 
.while some others had to weather the frustration of missing previously set 
enrollment.targets. even though they continued to attract the same number 
of students, or even slightly morevhan before. 
, For many administrators and faculty, these event.s were- undoubtedly 
> traumatic. Not only could institutions no longer fill all available student 
' places, but in many cases th^e resources per student which were produced by 
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tuition,. sl^te siibsidies and endowment income shrank in terms of dollars^ of 
constant purchasing power.. Administrators were forced to reduce the real 
wa^es of faculty and other professional staff member^. Some institutions 
economized by increasing student/faculty ratios. Others, especially those 
with declining enrollments, could not reduce their faculty rolls rapidly 
enough and were increasingly hard-pressed for money. 

What happened to the money ? Another reason for the crisis in educa- 
tional finances, accdrdiog to some analyst's, wa5% the declining popularity of 
colleges among ^public authorities. This is not the ease. However. Public 
authorities supported institutions of hfgher education in accordance with 
f>ast trends. What actually causfed many institutioB^Q slide into penury was 
the interaction of a number of other, often subtle^fluences. Besides the 
well-publicized decrease iaresearch and development support, for example, 
there was the slowdown iir^conomic activity, which has not received its 
proper share of attention. ^x,. 

The proportion of current budgets covered by fesearch and develop- 
ment declined from a high of 20 per cent in the mid-1960's to less'than 15 per 
cent in the mid-1970's. This decline in R&D monies affected only a small 
number of institutions. In the public sector, the majority •f institutions were 
squeezed because the rate of growth of state appropriafrons did not keep up 
with the institutions' expectations. Among private institutiqns, the maid 
probIen> was Uie inability to raise tuition enough to keep ahead of prices. 

The slowdown in the rate of growth of state appropriations did not result 
from a new rise in Philistinism among state legislatoc&J^ut rather from the 
fact that the amount of money appropriated to education depends both on 
the level of affluence of the population and ^n the rtumber of students en- 
rolled. These two variables are still.good predictors pi] monies appropriated 
for higher education, as they were in the more ejcpansive 1960's. If money 
was short, the blame should bfe placed on the economy, which failed to grow 
at full-employment levels. Lofwer levels of production reduce the possible 
contributions of public authorities to colleges and universities. In 1975/76 
alone. $300 million mofe might'-have been appi;opriated to state colleges and 
universities if the cconohi^ were at fuH emplojjipent without changing the 
proportion of net national product traditionally channeled to colleges and 
universities! 

High unemployment levels also depressed the levels of tuitiq^ which 
^could be charged. In recent years, tuition per full-time equivalent student, in 
both the public and private sectors.^ has generally moved in concert with 
per-capita disposable income. Had there been a full employment economy in 
1975/76, publicly-supported schools could have expected to collect $224 
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million more in tuition, and private schcH)ls might have expected $266 million 
niore. 

The economic slowdown also affected another important source of 
funds for schools in the private sector: gifts and endowments. The income 
from these was $89 million less in 1974/75 than what might have been ex- 
pected in a fulUemployment economy. r 

in total, the recession of the early 1970 s cost colleges and universities 
between half a billion and a billion dollars a year. It affected the level of 
spending both in public and in private schools. Its impact probably was felt 
most acutely by the schools which lost enrollment. Institutions of higher 
education seem to behave rfiuch like the peddler in New. York's Lower East 
Side, who lost* money on each tratisaction, but made it up on the volume. 
Hvery student, it is reckoned, is educated at a loss to the institution, but an. 
institution which loses students is heading for trouble. 

This paradox can be explaifted in the context of the managenjent prac- 
tices of institutions of Hitgher education. Institutions are loath to cut back on 
faculty when enrollments decfine, but when they take the inevitable step, it 
is generally the cheaper, younger, non-tenured faculty who are dismissed or 
not hired. This further widens the gap between costs and revenues. In the 
past five years, schools which lost enrollment halved the number of their 
instructors, but the number of full professors scarcely changed. 

At tlrst\ the public sector was less affected by the slowdown in enroll- * 
ments than the private sector. During the first few years of the 1970's, most 
of the public institutions vy^hich lost students lobbied successfully for an 
increase in their subsidy per student. Since these schools generally spent 
less per student than the schools which experienced no enrollment decline, 
they could make a reasonable case for increasing the level of expenditure per 
student. By the middle of the decade, however, most of these schools had 
caught up with the average spending levels of similar institutions. It appears 
that they are now being forced to trim their staffs and operating expenditures 
in the face of further declines in enrollments. y 

The private schoi^ls which lost enrollment — mostly. libferal arts colleges 
and religious institutions— did not believe that their traditionai^tudent 
population would abandofi them to the extent that it did. In addition, as 
noted previously, their revenupL were Jiffected by the slowdown in economic 
activity. Originally, these insmfUtions^d both lower costs per student and 
lower tuitions than the other schools in the private-sector, but they failed to 
trim their costs in proportion to the decline in enrollment, and had to raise 
their tuitions and fees more rapidly than their peers. By mid-decade, the 
axerage tuition in schools which lost enrollment was the same afi in the other 
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private schools. These schools have foreclosed their option of covering in- 
creased costs through higher fees. 

Ironically, everr those institutions which gained enrollment experienced 
financial drfficulties. One of.the reasons for their stable or growing enroll- 
ments was their ability to cater to graduate and professional students. In 
many schools, the proportion of thesc\students increased. Since such stu- 
dents generally require more resources per enrolled it would have been 
natural for student/faculty ratios in those schools to decline, but they did 
not. On the contr;iry, reflecting the penury of their resources, the institutions 
with growing enrollments actually, increased their student/faculty ratios. 

Despite the shrinking resources per student, most reviews of offerirtgs 
by colleges and universities have documented that curriculum innovation is 
continuing. Perhaps this is not surprising: campuses are competing with each 
other for students, and so are faculties within each campus.' No wonder, 
then, that new courses are being packaged to meet the predilections of 
students. * 



• Faculty 

The big losers have been the faculty.. Iheir average compensation 
lagged behind the Consumer Price Index by 2.0 per cent per yeiu* in the early 
1970 s. Examined rank by rank, in many cases the comparative position of 
faculty is even worse. The average compensation of the higher-ranking fac- 
ulty lagged behind the CPI by'2.6 percent per year. Sib did that of instructors 
in four-year institutions and in private junior colleges, Only in public.com- 
muniiy colleges did the average rise in compensation exceed the rise in the 
price level. 

Another way of assessing the*relative deterioration of full-time faculty 
wages is to compiire them tv^ what they would have been if teachers^ wages 
had increased in concert with the wages of all men with five or more years of 
college. In 197(V7!, the average faculty wage was .73 of the earnings of all 
full-time, full-year male workers of th? same educational level. If they had 
, kept the same relationship, by .I97,V76 the average faculty wage would have 
been $19.2 thousand, instead of $16.5. thousand. Adjusting this figure for the , 
;hree years by which the facuify s mean age rose, one would expect the 
average faculty wjge to be $21.2 thousand in 1975/76, or 28 per cent more 
than it actually was. ^ 

GeneriiJIy, the faculty becijme mort^ and more uncomfortable as new 
openings declmed in number; mobility between one school and another 
slowed down, and young Ph.D. s, as well as untenured faculty, found it 
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increasingly difficult to secure- either new or tenured positionji. Young re- 
, searchers in the sciences. unfavorably'atYected by the decline in R&D ac- 
tivities, were increasingly hard put to find jobs in their fields. Humanists 
were the hardest hit. and many sought alternative careers. 

Full-time faculty increased by 58 thousand beCween 1959/60 and 1964/ 
65, and by 120 thousand between 1964/65 and l%9/70. In the last five-year 
period, ending in l974/')5. it increased by only\l| thousand. Part of the 
^ . slowdown in hiring was due to the slower growth in enrollments, and part to 
• the increasing number of students per full-time teacher. This increase in. the 
student/faculty ratio was due to thejarger proportion of students in junior 
colleges, where these ratios are high"?' Elsewhere in the postsecondary sec- 
tor, the student/facufty ratio remained unchanged. Usually those schools 
which gained enrollment kept their student/faculty ratios steady or allowed 
them to incre4»se only slightly. The schools which lost students, however, 
did not prune their faculty rolls rapidfy enough, and their student/faculty 
ratios decreased. • ' ^ * 

Two surprising developments have affected the faculty during the past 
five years'. In the first place, administratiqns are continuing to promote 
existing faculty members to tenured positions. The continuation of this trend 
flies iti the face of logic, since it means thai, institutions are restricting their 
optioas in accommtxlating to future changes in enrollments and curriculum 
demands. 

Secondly, faculty unionism, which has become quite widespread, is 
taking a peculiar academic character. It has been directed more to protecting 
jobs than to gaining salary increases, especially for sgnior faculty. As a result 
of all these trends, the mood of the faculty is now at an all-time low. If this 
mood affects their prtxluctivity in teaching and reseju-ch, we will all be the 
losers. 

Students 

* 

Young people who were efigible to enroll in colfege in the 1970's be- 
. haved quite differently from those of the 1960'$. First, the proportion of 17 
and 18-year-olds who graduated from high school stopped growing; and 
.second", a sthaller proportion of high school grjidiuates decided to enroll in 
college, particularly amon/males. Becaijse ptoje^ted increases in thepro- 
peasity.to enroll did not taxe place, freshman classes were some 20 to 25 per 
cent smaller than had been expected oiUhe basis of past trends. < 

^ This decline in enrollment rates affected students from all income 
groups, except the children of parents with very low incomes. High school 
graduates from this gi^oup continued to enroll in college at the rates observed 
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^during the peak years, while the others reduced their enrollment rates by 
some 1 1 per cent overall — 25 per cent decrease tor men. and an 8 per cent 
increase for women. * «• 

The dynamics ot enrollment by children from different social back, 
grounds or economic vlasses are not cleaijly understinnl. Economists have 
argued that the decision to enroll ^.irjiUmWway from postsecondary institu- 
tions, is rational, based upon calculations of the rate of return from "invest- 
ment'' in education. They believe that the recent decline in the enrollment of 
men is a response to the falling earning prospects of the college-educated. 
The incr«ising enrollment of women may be due to their realization that they 
will spend an increasing proportion of their working lives in the labor force. 

Others find this explanation too pat. and ascribe recent changes in en- 
rollment proptJnsities to changing political and s(Kial condition.s. They argue 
that avoidance of the draft no longer draws men to postsecondary education, 
and that changin'g ideas ^ibout the appropriate role of women in society are 
encouraging more of them to enter colleges and universities. NVhatever the 
reasons, the rates of access to higher- education are now roughly equal be- 
tween men apd women, attenuating one earlier conce'rn of policy-makers. 

By contrast, the need to find an equitable formula.for financing the cDsts 
of college is still very much with us. States provide per-capita subsidies for 
ins^ruction to students who attend public institutions, and have also started 
to'make outlays to private institutions. However, the lion s share of schol- 
arship money is currently provided by the federal government under a series 
of programs which have sprung up partly as a result of historical accident, 
and partly as a conscious program to encourage children from economically 
weak households to attend college. In addition, both states and the federal 
government have actively encourageil and subsidized loan programs for 
lower- and mriddle-income families. I^ently states have also stepped up 
their scholarship programs. 

Rgughly half of the money channeled by the federal government to 
students is distributed without any rigid definiti'on^of need. Most of this 
money is given to veterans, most of whom are independent of iheir parents. 
Budgeted at some $2.8 billion in 1977/78. this prograini is a living testimonial 
to the difficulty of abolishing or containing expenditures which are popular 
with the electorate. TKe»originaI program was introduced after Worid War 11. 
partly from fear that the unemployme'nt level might reach unacceptable 
levels if all veterans were allowed to flock into the labor market simulta- 
neously, and partly from gratitude towards people who had spent the flower 
of their youth in the military. The program's early effect was serendipitous, 
as it trained a whole generation of managers and technicians in time for one 
of the periods of faster growth in the American economy. 



i\ttei Vietnam, the ea>ni>mic situation was very diffet<;nt. Neverthe- 
less, educational allowances tor Vietnam veterans were justified on the basis 
of post-World War II experiences.. without muLh analysis of the desirability 
of increasing the sUurk of Ci>llege-educated persons, or even the equity of 
favoring .veterans over other groups, I he legisfation was passed despite 
studies which showed that veterans did hot sutler any long-range deleterious 
etTects on their careers or earnings from theirjoxperience in the military. 

I hc whole matter of v^eterans* educatii)nal benefits is rapidly becoming 
a non-issue, since the number of eligible veterans is declining and. therefore, 
the mone^^Jikely-to be required for them is sfirjnking rapidly from year to 
year. Subsidies to veterans remain an issue, however, as education pressure 
groups try to lay claim to ihfs money to finance other aid to higher education. 

Another federal program is only indirectly related .-to student need. This 
one fs administered by the SiKial Security Administration, and it consists of 
payments to the dependent c^iildren of deceased and retired beneficiaries, 
between the ages of IK and-Zl. hs long as they attend college or other training 
courses, /^n aniilysis of "the beneficiaries of this program, dating from the 
early 1970 s, indicates that more than half of the funds thai are distributed 
under it go to children from families with less than the median "income. 
Despite this. ratio, however, the Social Security program distributes more 
money to the children of middle-income families than does any oth^jr single 
government program. 

How equitable this program is remiiins open to question. Some have 
defended it as desirable insurance for bereaved children, but pthers have 
criticized it forvsubsidizing a part of the population which probably has more 
assets than the average. It has also been argued that if the government wants 
to help orphans, a more efficient program could be devised. 

Such criticisms may be well-founded. Nevertheless, the program will 
Continue to be justified as eu^hionfng the shock of a traumatic loss, which it 
does, andlhe 1.8 billion dollars which it requires are firmly imbedded in the 
budget. ' ' * 

Need-based programs for undergraduates are administered by HEW*s 
Education Division. The largest of these, costing $2.0 billion, is the Basip 
Educatioa Opportunity Grants (BEOG) program, which offers grants to stu- 
dents, depending Uf)on the educational costs incurred and their presumed 
ability fop^iy. The money goes to students from families in the lower half of 
the income distribiition and to older, independent students, many of whom 
are veterans and use these grants to supplement their stipends from the V. A, 

The operation of the BEOG program is. difficult to evaluate without 
taking into consideration the operation of other federal, state, and private 



programs. Among the inajor federal programs arc Supplemental i-Alucalipn 
Opporlunily (nanls and Work Sludy programs, both of which channel 
money through institutions. In addition, state prograjiis now contribute a 
not-insignificant half to three-quarters of a billion dollar^ in student aid 
funds. Institutional funds and private donors are thought to contribute up "to 
a billion and a half of additional' funds for both graduate and undergraduate 
students. * ^ 

Some economiciilly weak students bohow monev, in addition to receiv- 
ing grants, fwo tVdcVa) proglCms provide loans to students. I he older and 
smdler of these programs channels loan funds to students through institu- 
tions*. ()riginally introduced in the wake of the Faunching of the Russian 
Sputnik, this program has survived with its anachronistically low interest 
rate of three per cent, even- though C ortgress deleted the incongruous for- 
giveness^ provision for all persons who enter teaching, a profession currently 
plagued by surpluses.' 

. The second program.- which channels $8(K) milliorjxf^ear. consists of 
{edenU or slate guarantees of loans madtr to students. Although a number of 
insiitultons participate in this program and facilitate the loan applications 
and disbursements/ access to these h)ans is not conditioned on a student 
attending a given institution. 

In all ca-ses/ihe government pays the interest on loans as long as the 
students renniinfh school. During the recent peritnl of high interest rates, the 
government idso subsidized the lenders of guaranteed loans. The annual 
costs to the Treasury, as reported in the budget, arc the interest subsidy (to 
students and institutions) and the principal of the loans in default. In I97S/79, 
these amounted to $730 million. 

According to Our estimates, which are based on a variety of sources of 
varyi>ng accuracy. almo<nill of the subsistence and education costs of one in 
^sevcn full-time undcr/raduates from faniilics with incomes undej^7.500 per 
year are incl by a combination of grants, loans and- work. Perhaps as much as 
one-eighth of the co^ of students in this income group is met by loans, and 
another 30 per eeni n^^ork. ^ 

Students in the next higher income bracket, whose parents earn be- 
tween $7,500 and $I5.1XK) per year, benefit much less from grants, and fi- 
nance about the same proportion of their total costs through loans. They 
depend considerably more upon parental contributions and income from 
work. Children of parents in this income bracket used to enroll in college at a 
far higher rate than those from poor families, but the difference is diminish- 
ing. 
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Among students wliose families have incomes above the median, most 
of the silpport comes from parents, followed by the student's own earnings. 
Grants and loans probably do not account for more than 10 to J 5 per cent of 
their costs. 

To xummiurize, current aid policies have helped children from econom- 
^iiially disadvantaged families to enroll in college. However, they have not 
equidized attendance rales for students by income group. 

In the mid-l970's,.for the U.S. as a whole, roughly throe out of ten 
dependents 18-24 attended college full-.time. Four out of ten young depen- 
dents from affluent families, those* with incomes over $25 thousand, were 
?nr!^?.l!ed,. Hs contlimed lo two out of-iea dependenbi from fkmilics with 
incomes under $10 thousand. In the middle-income range, one out of four 
dependents were studying in a postsecondary institution full-time. Thus, 
despite the fact that the enrollment rate -of children from modest back- 
grounds had not declined from tbe peak attained in the. late 1960's, it was still 
below that of children from more affluent families. 

It appears', too, that students from poor families now stay enrolled in 
postsecondary institutions for a shorter period of time than 10 years ago. 
Despite the fact that the proportion of freshmen from fa(nilies in the lowest- 
income group increased in relation to the total numberof freshmen enrolled, 
this income group s share of total enrollment has not changed. This is all the 
nWlre surprising since among those who enrolled in college since 1%5, 42 per 
cent completed four years of education. Id per cent more than college en- 
trants before that date. It is likely that postsecondary students from families 
with miHlest means attend college for shorter periods in the 1970*s than in 
the 1%()\, and that a smaller proportion of them receive a Bachelor's de- 
gree. ^ 

This hypothesis makes sense in the light of the very rapid growth of 
non-degree programs, which are offered mostly by junior and communily 
colleges. It is quite likely that these short-term programs appeal to students 
c>f modest means, both because they ar*f offered by institutions where the 
fees and costs are low, and because they are of short duration. 

In any event, the current system of conventictnal postsecondary educa- 
tion seems to appeal most successfully to children from wealthier families. 
Roughly three-quarters of all enrolled dependent undergrajiuates come from 
families with above-median incomes. 

Some 23 per cent of full-time college students consider themselves in- 
dependent of their pArents. This is a considerable increase over the 10 per 
cent who did s^) in the l%0*s. Many of these students are veterans, or 



married. Some of the others do not want to put any financial burden on their 
parents, so they have heconu* independent. 

(iraduate and professional students : It is important to distinguish be- 
tween the graduate ami professional sectors of higher education. Most pro- 
fessional, i.e., law and medical, students attend school full-time. By con- 
trast, more than twivthirds of the stiidents who are enrolled in graduate 
programs attend part-time. Therefore, i^ost graduate students work during 
the school year. Stipends and resCcirch assistantships are more uwmon 
among full-time graduate students than among Dj|^fessiomil students. Over- 
all, full-tihie students beyond the bachelor's le^ffiire estimated toiearn some 



40 per cent of whaLJhey vould earn otherwise. «Rch of their earnhgs comes 
(riw^ovcrnment-finariced research and dev^pment projects. Respite the 
recent cut-back from a peak of $3 billion: the Mtleral government still spends 
over a billion dollars on support to%radu|lfc. and professional students. 
About a third of this ^tupport is channeled to medical schools and the rest is 
earmarked Tor special prognmis. e.g., the tViiining cjf nurses^ psychologists, 
etc. t:ducational policy has rem*lined pliant to the demands of professional 
pressure groups and is subsidizing graduate studies in many speci;|.lties 
where shortages can no longer be documented. 

The role of all these public subsidies in graduate educivtion is not clear. 
Possibly a larger portion of the graduate^ money is now being channeled into 
pi>st-diKtoral fellowships^ whicTT are holding positions for young Ph.D/s. 
While it is hoped that the most promising of these researchers will establish, 
their reputations sufficiently fo become irresistible to the research and de- 
velopment or academic establishments, no-evidence yet justifies- this hope. 

Part' time students : An increa^^ing number of students attend post- 
secondary institutions part-time. N^ost studies have showriMhut their in- 
comes do not differ significantly fron^ the incomes of persons the same age 
who do pot attend schcH)l. This does not mean thbt expenses connected with 
education may not be onerous for some part-time students, but, given the 
rather spartan standards which govern eligibility for aid to undergraduate 
students, most part-time students^re not eligible for federal stipends. Only a 
very small proportion of the aidjcoes to these students. Some have tuition 
and fees paid by employers or cwier organizations, but the majority pay for 
their own schooling. ^ 

At the graduate level, employers are more likely to foot the bill for 
part-time study. Graduate studtnts' incomes are also higher than those of 
undergraduates, and there IsTTItle concern aboul how they^ finance their 
education. The only diem<md fpr subsidies to this group comes from propo- 
nents of 'Mife-long'' learning and from a few educators who believe that 
mid-life career changes should be facilitated by public authorities. 
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An Evaluatioii of Postsecondary Education at Mid-I>ecade 

» 

Historical forces have shaped a relatively strong posisecondary sector 
in the United Slates. One cannot but admire the extent to which these forces 
have been responsive to the demands of both society and studepts. The rapid 
growth of technical schools and junior colleges in the pasl^tvo decades is 
dramatic demonstration of the extent to which the system can innovate in a 
period of growing enrollments. 

The slowdown in the rate of growth of the national economy, which 
coincided with the leveling off of postsecondary enrollments, has forced 
institutions to change their operating styles quite drastically. T^iere is no 
evidence, as yet^that this change has substantially >Yeakened the sector as a 
whole. Hence, it is premature to ask whether the public authorities were 
justified in withholding additional institutional support. 

A number of developments made it very difficult to justify much higher 
state appropriations for higher education in recent years. The recession and 
the slow recovery of the economy kept down state and local tax receipts, 
while unemployment and welfare payments depleted the public coffers. 
Congirrently, no ^)ersuasive arguments could be marshaled to show that an 
insufficient quantity of higher education was provided, since the sum of' 
public and private places exceeded the number of students. 

Nor could objective policy analysts argue in favor of drawing more 
persons mto higher education. On the contrary, they could not help but view 
with alarm ^ I) the increasing proportion of college graduates who took jobs 
which were hitherto filled by persons with less education (the narrowing 
wage differential between college graduates and persons with a high school 
education indicated that the investment in four years of schooling was be- 
coming less profitable than beforehand the relative drop in salaries could be 
interpreted as a signal that both private and social returns from education 
were declining) and (2) the continuous homogenizatioh of the jobs filled by 
persons with partial college training and by high school graduates. (Although 
their wages did not decline relative to those of high schooJ graduates in the 
1970'Sv persons with a partial coUege education had lost considerable ground 
in the previous decade and never gained it back. The calculated rates of 
return forepersons with an incomplete college education were very low in the 
period beginning with 1%0.) 

As the link between more education and productivity beconjes increas- 
ingly tenuous, it makes sense to reduce public expenditures on additional 
education. An easy'and obvious way to achieve this aim is to put a limit on 
subsidies for the instruction of students. 
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While politically well-connected state colleges were able to accommo- 
date more students by tapping stale funds, private institutions could not 
expect to be bailed out by public moneys. The subsidies which are currently 
offered to the private sector are not designed to shore up the finances of 
schools which lose enrollment. The great suprise, in the past five years, has 
been that so few oT those schools did close their doors. Those which closed 
accounted for a smiill proportion of the enrollment, and they closed after 
having reached a sub-optimal size. 

To cut costs, som^ state school systems have resorted to* downgrading 
certain campuses and designating them as branches of other institutions. The 
administrative overhead can thus be reduced, while the number of locations 
serving students remain unchanged. PossibJy some private, especially 
sectarian, institutions coul^ consolidate several small campuses into a *sys- 
tem** in a similar way, in order to cut costs while preserving diversity. 

Although it is possible to suggest some cost-cutting techniques for in- 
\ ^ stitutions, e.g. , consolidation, grftiter dependence on consortia to reduce*<he 
\- duplication of courses, etc., this may not be the Appropriate lime to do so. 

We have witnessed considerable efforts to reduce the costs of higher educa- 
tion in the past five years, and inevitably it was the faculty who bore the 
brunt of thi§ cost-cutting. - ^ 

The high rate of production of Ph.D. s, in relation to suitable openings 
for persons with this level of education, has greatly weiikened both the 
biirgaining ability and the mobility of older faculty. This is the visible part of 
the iceberg. An even larger, though invisible, part of the problem is the 
underutilization of the research training of young doctoral recipients, espe- 
cially in the humanities, and of older persons who had to seek jobs outside of 
academia because they did not receive tenure. 

This underutilization of doctor-al recipients puts into question the role of 
graduate departments. While schools with less experience in graduate edu- 
cation are likely to offer masters' degree programs, the major research uni- 
versities prefer training doctoral candidates. Lately, they have reduced the 
number of doctoral students, but overall the production of Ph.D. s has not 
'declined. While doctorates^ awarded in engineering, chemistry, physics and 
mathematics are below the early 197Q*s p^^aks, the number of doctufates 
awarded^n the social sciences is still growing. 

Turning lb the problems of students, one 'should first stress that the 
philosophy underlying much government policy has been influenced by the 
criteria for financial aid developed by the College Entrance Examination 
Board and the American 'College Testing Service. Both these organizations 
/ have developed standards of contributions by families which take into ac- 
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count current income, unusual expenses, assets, and family size. The ex-' 
pected contributions are derived by assuming that families with students in 
college and above-minimum income and assets ought to contribute a high 
percentage of their resources above tffis minimum level, which is set arbi- 
tr4rily. However, the actual contributions differ from those[expected under 
these schedules. The average family contributes much less than experted, 
and a small minority— which send their children to private schools— 
<;ontribute much more' ^ 

. In practice, federal policy sweeps such variations under the mg. The 
BEOG program is most etTective in enabling students to enroll in the 
cheapest conceivable programs. The rest of the need-based programs are 
distributed in such a way as to compensate for the cost of attendance in a 
given institution. Depending upon the Whims of college aid officers and the 
allocation of aid to a given school, a small number of students from families 
with modest backgrounds^ could receive a lot of aid. while others content 
themselves with the BEOG alone. ' 

••Campus-based aid is allocated' capriciously state-by-state and 
institution-by-institution. There is some anecdotaJ evidence. about the games 
financial officers play to increase their allocations of institution-based aid. It 
is quite possible that some- institutions use it as a bait to attract needy 
students to otherwise unattractive^rograms. 

It is not at all clear to what extent the needs of lower-income*students 
are unfulfilled. The recent experience of state ajd commissions has indicated 
that the supplementary aid offered to lower- and middle-income students is 
not fully taken down in some states. Perhaps these states have less- 
developed private systems, <3lr else the private institutions may have been 
competing less energetically for students from lower-income families. 

By contrast, complaints about college costs have been.escalating among • 
the more affluent members of our society. Until recently these complaints 
were ignored by public authorities. Yet it was obvious that such complaints 
would escalate in the 1970's, as ari increasing number of f^ilies were likely 
to support more than one dependent in college, Thesle families' perceptions - 
of financial burden became more acute as a resujt ofinflation and the recent 
slowdown in economic activity. Real .incomes *failed to rise as rapidly as 
anticipated, and progressive taxes took an increasing share of the lower- 
than-expected incomes. Instead of paying college bills out of expected in- 
creases in incomes, many families had to cut into equity or lower their 
standard of living. The former alternative is turning out to be particularly 
costly. For the majority of Americans, the m^jor equity is in the home. Most 
families with college-age children have low-interest mortgages, and refinahg- 
ing a mortgage is extremely expensive. 

3d 




In addition, most Ajiiericans are not accustomed to the high interest 
rates, on the order of 12 per cent, which are now charged on personal loans 
or second mortgages. Hence, some families may feel asset-rich, but cash- 
poor.^ 

The more aftluent families, whos? children are more likely to live on 
campus, feel unfairly discriminated against by present practices ia the 
•analysis of heeds. With students still at hbme four or five months of the year, 
they feel it is not possible to reduce their e.xpenditures on housing. If the 
Wall \Urt-t-i JoumaVs anecdotal accoimts are to be believed; such families 
. are also loath to reduce their standard of living, of feel thar they must keep'' 
up with the Joneses to maintain their status in the communitV. * 

No very good reason can be adduced forjiublic authorities' subsidizing 
an ufTlueni standard of living. But. in practice, public authorities do. Thus 
the children of aftluent parents who attend public colleges in their state of 
residence are heavily subsidized. Parents whose children are accepted in 
elite, high-cost privafe school;*, on the other hand, are forced to meet truly 
astronomical bills, as nTiU(^as$JLihousand per dependent per year. On the 
average, the wpll-off par^h-T>5ys some 80 per cent of this bill, and it is 
understandable that this hurts. 

. ■» 

For families with children of nearly the same .j^ge who choose to attend 
private schools, even the fess expensive institutions can cost between $10- 
$15 thousand a year for two or three children. Nearly half of the families with 
incomes over $2J? thousand are in this boat. 

' better-endowed schools have been quite responsive to this per- 

ceived hardship. Yale and some other Ivy League schools originated student 
loans with repayments contingent on the students' future incomes, and hired 
more students to run such day-to-day activities as food services. Recently 
Harvard offered to make low-interest loans to parents, amounting, to as 
much as $6,000 a year, on condition that the parents' income was less than 
$60,000 a year. Current federal guaranteed loans are less generous with 
respect to both amount and income eligibility. 

The ppssibility th^t Congress will pass a tax credit benefiting the 
affluent has paralyzed education policymakers an$l,.has deflected attention 
from the needs of par^tfme. students. The needs of this ever-growing popula- 
tion have been confused with those of independent students. There is a 
common belief that students whose families are well-to-do qualify for finan- 
cial aid b^ declaring themselves independent after having dropped out of 
school for a short period, such as a year, or through other subterfuge. In 
fact, these students are tjeated diftarently than dependents and more strin- 
gent standardts^Ve se^t to, allow them to qualify for aid. All their income is 



counted as available to pay schiK)! bills, and more stringent contribution 
standards are enforced. . *^ 

The whole is,sue of dependent and independent students should be 
treated in the contexi of parental responsibility for their offs-pring*s educa- 
tion. Should their responsibility last forever, or should the student's age, 
marital statusror veteran's status prima facie evidence that the responsi- 
bility has run out? 

Part-time students represent an entirely different set of problems. These 
are best separated into two components. First, should a student who attends 
•a'postsecondary instituyon part-time and, for any reason, has a minimal 
income, be helped? And second, is it equitable to require students with 
above minimal, but still low incomes, to pay tuiti<>n and fees out of Ihis 
pittance? Most thinking about the adequacy of student aid has been domi- 
nat^by the needs iaf full-time students, and by the urge to facilitate their 
ac<??ss. Whether the fteatment of part-tirne students is equitable has not 
been considered. 

This is all the more surprising since the incentives to* attend college 
full-time are npw declining, both in terms of returns on one's'investment in 
education anil in terms of the guarantee of a "good'' job upon graduation v 
For example, less than twp-thirds of those who received their bachelor^s 
degree in 1976 ana entered the labor market obtained gOod jobs/Even among 
master^s degree recipients, only eight out of ten were so favored- There are 
indications that the promotion prospects of those who start their careers in 
less desirable jobs are none too good at present.. ^ 

We are thus truly at a crossroads. W^ will have to ree;iamine the uses of 
a college education in the course of the next fe\v years. A very high propor- 
tion orthe population regards exposure to education bej'ond high school as 
both a right and a rite of passage. Among college-educatefl parents, whose 
children" are the heaviest users of colleges and universities, the desire to have 
their children attend prestigious and expensive colleges is not matched by a 
desire to pay the bills. Increasiinly, the affluent resent that the poor have a- 
^^re^ride" while they have to pay. , . 

A clearer understanding of the consumption components of college, and 
the investrnferit effects of college/may be overdue, not only for parents and 
studefrts, buK also for policymakers. 
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The next decade will try the^syuls of those connected with colleges 
and universities. Enrollments are projected to go down. Tunds for 
instruction will grow niore slowly than in any period since World 
.War IL The 198(Fs may well^become the Dark Ages of hitter education, as 
college graduates will find it increasingly difficult to land jobs which utihze 
the training tt\ey recewed. ' ; 

This chapter examines how institutions, faculties and students are likely 
to fare if there is no drasi^tic change in the pattern of support of higher 
education. It points out that the changing demographic conditions which 
affect enrollments are likely to force sqme institutions tp close their doors, 
and to produce a major downturn in the fortunes of faculty members. 

lustltutioiis " 

The basis for this pessimistic prognosis is the slowdown in the rate of 
increase of real resources for instruction in higher educatioifi. Between 1965 
and 1970. these resources girew ^t the rate of 5.0 per cent per year. By 
1970-75, the rate had gone down to 3.5 per cent. Even according to our most 
optimistic projections, the r^te will decline to 2.7 the period, 1980-85. 

tJntil 1980,^ the decline in the growth of^sources is riot likely to 
threaten the slender balange between (Jutl^^ys and expenses in either the 
pubHc or private sector as long as three.cefiditions are met. First, professors 
must riot be allowed to make up the losses in real income which they experi- 
enced in the past few years; second, student/teacher ratios must continue to 
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creep up; and, finally, the costs of those institutions which lose students 
must be'^tightly controlled. We have assumed in 0ur projections that some 
institutions with declining enrollments wilRut their costs in proportion with 
the decline in their workload and others will be closed. If not, and if the 
amount of money for postsecondary education remains the same, other, 
more healthy, institutions, which we anticipate would enroll students from 
schools which closed, will have to cut their staffs and weaken their pro- 
grams. « 

To avoid deficits, even more drastic economies will be required in the 
I980*s, when resources will grow at an even slower rate. Institutions in the 
private sector will have to cut costs even more energetically than before. 
Those with low enrollments and high , costs .probably will not be able to 
survive this fjpriod, and their students wiJI be redistributed to larger, lower- 
cost schools. 

How severely this crisis will affect schools in the public sector in the 
|y80's will deperi^>n the level of econon^ic activity in the nation as a whole. 
If the economy resumes its high rate of growth and the contributions from 
state sources increase accordingly, incomes and outlays will balance in 
state-supporied institutions. In the more likely evpnt that the economy will 
continue to limp, these institutions will require economies amounting to 
perhaps 5 percent of current expenditures on instruction in order to balance 
their budgets. 

No one can predict what form such cost-cutting will take. Even though 
faculty compensation is likely to continue lagging behind average vyageS in 
the economy, it miiy not be possible to balance budgets solely at the e;(|>ense 
of the faculty. Other economy programs, such as curbing the size of the 
administrative staffs, will also be necessary in all institutions. In the public 
sector, efforts to move students from high- to low-cost institutions probably 
wilf be iniMed-. 

These pros^pects spell trouble for acidemia. The most severe problems 
will be faced by those institutions which continue losing students, roughly 
one-half of the private and one-fourth of the public schools. Unless such 
institutionsQconsolidate their operations and effect large savings in instruc- 
'tional costs, their existence is in danger. Many of the practices and policies 
of both public and private coUeges and universities will have to change. 
Faculty members and administrators who have spent their whole adult lives 
in a period of uninterrupted growth find these new conditions most disturb^ 
ing. They have not adjusted to operating in a no-growth environment, and 
are likely to resent policies that are likely to be imposed by boards of trus- 
tees or stale legislators. 
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Our non-system of higher education is too diverse to make it possible to 
generalize aix)ut the impact of these conditions on all instit^itions. Colleges 
and universities wilh adjust in different ways, depending upon their mission 
* and their constituencies. 

The national interest dictates a special concern for the fate of the re- 
search ^jpiversi ties. The problems of thej^e universities differ from those of 
the rest of4l^* postsecondary secjor, since they are unrelated to changes in 
the level of undergraduate enrollment. With one or two exceptions, the 
major research universities will continue to' turn away a large number of 
undergraduate applicants and fill their undergraduate roils. Even if total 
enrollments in postsecondary institutions decline by 10 or 15 per cent, they 
are still likely to till their freshman classes. , 

However, the number of graduate students in many of these schools has 

;been shrinking, partly because students have become disenchanted with 
their prospects of finding jobs in teaching or research, and partly because 
some of the leading schools have made a conscious decision to limit spaces 
in graduate or resejirch programs. A few research universities have a policy 
of subsidizing all graduate students who are deemed .worthy of admission. 
The shrinking federal support for graduate fellowships and assistantships has 
made this policy more costly. Even though the decline in the training of 
doctoral students at some institutions should not be viewed with alarm, 
considering their dismal prospecr<i for employment, this decline may have a 
very negative effect on the operations of the research universities. 

The savings ihat result from reclucing the graduate fellowships and 
scholarships are not as great as might appear at first blush. The net increase 
in tuition receipts (after scholarships are deducted) is probably negligible, 
and these students no longer provide a cheap pool of labor to teach undel*- 
graduates and assist in research and development work. 

To the extent that this pool of cheap labor is shrinking, the research 
universities' costs may go up, as more senior faculty are assigned to teach 
lower-division courses. Tfaepace of applied research may also slow down, as 
the ^hortage of graduate students to do the more pedestrian tasks in 
laboratories discourages some professors from undertaking **messy" proj- 
ects. ' 

Senior faculty in the research universities will^be increasingly undef- 
utilized as they are forced to do less research and give less^ graduate instruc- 
tion. Instead, they will be pushed into the classroom to teach younger stu- 
dents, and will reservt these teaching chores. 

'Further problems may t;enter on the cost of doing research. Young 
Ph.D. s who cannot find appropriate jobs imniediately after graduation and 
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do not want to leave the academic environment, have been replacing 
graduate students in growing numbers in the laKiratjories, This has caused 
the cost of research tp increas;e far beyond what is allowed under the rules of 
thumb used by federal funding agencies. To meet the stringent cost ceilings, 
several major research universities have slowed down their updating of 
facilities and instrumentation, which has caused alarm in scientific circles. 

Another dark cloud over the research universities is their growing in- 
ability to innovate by attracting new faculty. Most of their senior faculty is 
senior in name only, and nearly half of the tenured professors are under 50. 
Mobility between campuses has virtually ceased. Most of the aging profes- 
sors just stay oYi. blocking the promotions and appointments of younger, 
promising faculty. Pressures to cut costs and J^romote junior faculty from 
within have caused second-string institutions to stop enticing name faculty 
during their declining years, when they become less productive. (Rather 
than be faced with the cruelty of peer evaluations at the research univer- 
sities. bUrnt-out researchers used to move to lesser schools^^where they 
could bask in their past glories and add luster to less distinguished col- 
leagues.) J 

These trends, which manifested themselves with some for^ from 1975 
^on. are likely to continue throughout the 1980*s, As a result, the research 
universities are likely to be much less exciting and innovative places ten 
y^ars from now than they are today— and thelfe may be nothing to take their 
place. ' 

Many of the reserach universities* problems could be solved merely 
with the infusion of money. If between one-third and , one-half ^|ijjLn- dol- 
lars per year were allcKated to these schools to permit them t^PI more 
faculty, they could probably hire sufficient numbers of new teachers and 
researchers to remain viable and innovative intellectually. Yet even witli 
the5ie generous subsidies, their faculty turnover rate would be half of what it 
was in the 1%()V, 

The political problems involved in channeling such large amounts of 
money to thje. research universities without any strings attached are nearly 
insurmountable. If the money were given in the form of research and devel- 
opment gfants. however, the social sciences^and humaniities would be 
excluded. At the same time, the foundations for the arts or humanities can 
hardly be expected to distribute large amounts of money to elite institutions 
when the Congress directs them -to become less elitist. Congressmen view 
the universities not only as repositories of knowledge, but also as important 
sources of expertise for community service, teaching and football. The re- 
search universities aresweak in all these functions, and hence will have a 
hard time mobilizing speci'al treatment. 



Another approach would be to encourage the research universities to 
expand/^ undergraduate enrollments on a large scale. With higher en- 
rollf^ts, these institutions could hire more staff, who would work in 
research-oriented environments. They might also introduce special incen- 
tives to make it more attractive for older professors to teach undergraduates. 

lliis solution opens up a Pandora's box. Either the research universities 
would have to lower their standards for undergraduate admissions, or they 
''would have to create new fmimcjal subsidies for gifted students, or both. 
Lowering admissions standards to increase enrollments woold certainly go 
against the interests of existing faculty. It is only since the end of World War 
11 that the cream of the private research universities became intellectually 
homogeneous. Before this time they swerved a less gifted, but very rich con- 
stituency of students, who treatedsthe faculty with the consideration due to 
servants. As to large subsidies for the gifted, politicians are unlikely to vote 
for them and other institutions would resent the i^.search universities' 
^'creaming" of the student body. Besides, if lirpited endowments were 
stretched to support additional numbers of students, middle- and upper- 
income parents who send their children to these schools might find the* 
tuition increasing at an uiiacceptably rapid rate. 

All policies that would help the research universities are likely to have 
adverse effects upon other institutions which have developed speciah 
strengths and expertise in selected disciplines, or with regard to the needs of 
a given geographical area. These institutions, which include many of the 
state systems* flagship schools, would ftnd their missions endang ^edjf they 
were unable to recruit gifted students for their more practically oriented 
graduate programs. Because of their high local reputations and their substan- 
tial influence in state legislatures, as well as their excellent connections with 
congressmen from their states, these schools have generally fared better 
than run-of-the-mill institutions. They can be expected to attract a larger 
proportion of the declining pool»of students, and will probably continue to do 
well. y 

As in the past, the flagship sch(H)ls in most states are likely to have the 
fewest problems in keeping their faculty busy, and in some states where the 
number of eligibles for college is not expected to decline drastically, they 
may even expand their enrollments at the expense of schools with less 
prestige. The danger they face, in the political arena, is that they are doing 
.too well, causing other parts of the state system to be underutilized and to 
complain bitterly to the legislature. In some states, e.g., California, pressure 
is increasing on the University system to put a lid on its enrollment to 
safeguard the clientele of the state college system. If these pressures become 
universal, the flagship schools, especially those like Berkeley. Chapel Hill 



and Madison, which are also research universities, will share the problems 
of leading private institutions. 

We have argued that policy should be focused on preserving the 
strengths of the academically distinguished schiH)ls. I hi^ Wicus is quite dif- 
ferent from that of most policy discussions today, which are concerned 
primarily with the fortunes t>f schiH)ls which are losing sludenis or can no 

longi^r operate in the way to which they have been accustomed. 
* ^ 

Ihere is little doubt thai the wisdom of bailing out schwis with declin- 
ing enroll'ments will contfhue to be discussed with increasing urjgency during 
the IWO s. On the one hand, some pii vale liberal arts colleges, some sectarian 
schools, and all colleges that are committed to teacher education are likely to 
have tioublelceeping their former levels of enrollments. Many of these 
schools command substantial loyally from alumni, and some have a distinc- 
tive atmosphere or program. Unfortunately, as the reputation of public- 
sector schools and especially tlagship schools has improved, the public of 
these **non-public. non-tlagship** schools has started deserting them. Many 
of these schiH)ls are loo poor, loo proud, or tcK) inflexible to change their 
orientation. They still caier practically exlusively to full-time students, and 
their offerings are mostly in the liberal arts or leaching. ^ 

Ihe f^ublic policy issue is whether Ihey should be subsidized so as to 
-continue contributing to the ^diversity** of the American higher education 
system. While part of their trouble is caused by the availability of cheap, 
staie-subsidi/ed places in state college^, the case for aid to private colleges 
will be more difllcult to argue during the 1980's. Students >vho might for- 
merly have been accommodated in marginal private .schools will easily find 
places in other schools with better reputations. In a dynamic context, it 
seems clear that help to keep these schools going will weaken the .schools 
which would benefit from their closing. ^ 

The arguments in favor of aiding schools that are losing .students have 
been confusing. On the one hand, the friends of these schools have been 
prcKlaiming their uniqueness and the difference between their approach or 
curriculimi and those of neighboring schools. On the other hand, the very 
same friends have argued for a temporary infusion of aid to help these 
^schools change their administrative practices and curricula so that they more 
closely resemble the schools which are competing succe.ssfully for students. 

I believe it would be best for federal policy to keep its hands off the 
issue of diversity, with the possible exception of sponsoring some modest 
experiments to help small, failing schools to help* themselves. The monies 
JVpm the Fund for the Improvement of Postsecondary Education ought to^be 
sufficient for that purpose. A particularly promising project for ttie.se schools 
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would be to otter a new. inlesai^^ work-study environment, where much of 
the bkie- and while-collar work in the institution would be performed by 
'itudents. They would thus be able to attract an increasing number of part- 
time students, even to the remote rural areas where many of these institu- 
tions are located. 

1*0 con<;^gj^^ if state support of postsecondary education follows past 
trends and th(scurrent relationship between tuition and disposable income 
continues, the United States may expect to have a viable, but less exciting 
sVstem of hfigher education terT' years from now. The prime attention of 
policymakers should be directed toward the research universities, to make 
su^e ttiat these remain able to innovatV in their fields of leadership. 

(iiculty 

Thej4rge number of Ph.D. ;> in pursuit of a small number; of jobs is 
making the faculty most vulnerable to institutional economy drives. As the 
supply of persons with doctorates increases'^by some 40 per cent between 
now and 19Jf5, the total demand for faculty will remain at its present leVel or 
decline slightly, and the scramble for jobs will be even more desperate than it 
has been in the past few years. In the first five years of the decade of (he 
IWO\, the number of job openings is likely to be some 6 to 10 thousand a 
ar, one-half to two-thirds of what it was between 1975 and 1980. By the ^ 
d of the decade, we may. with luck, return to the level of hires of the past 
five years, i.e., some 15 thousand a year. 

With competition for jobs reaching cut-throat dimensions, any number 
of excuses can be offered by a financially hard-pressed school to reduce the i 
number of faculty members or to keep a lid on salaries. In practice, both of 
these activities are easier to implement simultaneously: the threat of faculty 
cuts is sufficient to keep down the salary demands. In some schools, faculty 
unions- have fought hard to protect the number of jobs and have sliown less 
concern about the level of salaries. These unions were dominated by young 
faculty members whose jobs were threatened. By contrast, established 
unions, such as the one at the -City University of New York, have been 
adamant about protecting salary levels and have sacrificed large numbers of 
junior faculty members to preserve the level of pay. 

By the mid"l980\s, the emphasis on salaries is likely to prevail- Faculty 
unionism will increasingly take on the characteristics of other white-collar 
unions. More faculty will be tenur^. and the distinction between tenured 
and non-tenured faculty will be blurrw? as union contracts will increasingly 
guarantee job security after a short;>^ial period, irrespective of rank.^The 
majority of public institutions be unionized, with only a few private ^ 
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prestige universities, distinctive liberal\uts schools and some schools with 
rehgious attiliations remainir^g outside the realm of collective bargarnii|g. * 

The unionization of faculty is likely to have a number of uninlenJed 
consequences. The most important for the national interest is the dfecit of* 
job security on institutions' ability to hire promising researchers t^ replalc 
h^iculty who turn out to be disappointments, Wnion contracts make it impos-> 
stble to fire minimaify competent statT I his may lead to the proliferi^tiin- of " 
seflarate institutions to perform research, along the tTvermore n^pOfe^.iXid 
accentuate even mt>ne sharply the separation between research and tfeacjiihg. ' 

Separate research instimies. with their own staffs, might then be staffeti 
largely with Research bupis'^ whose floatmg existence from^one research 
project to another would still seem preferable to jobs which do not require 
their expertise. Openings for mixed careers in teaching and research are 
likely to become increasingly scarce between now and the end^of th"e cen- 
tury. The number of such openings is projected to shrink by half in the 
period 1975 -85. as compared to the period l%5-75. New research organiza^ 
tions would most likely rely, on a small permanent management group, as 
well as a revolving cadre pf young, cheap researchers who recerjtly gradu- 
ated from universiii«|| Thus, if the young cadres did not unionize, they 
^ would not be able to enforce their seniority rights. ^ 

There is no consensus about the minimum levels of scientific or cultural 
manpower which this country either wants or can afford. Nor have convinc- 
ing projections of the employment of such manpower by age been prepared. 
There is little agreement about the true value of experience, copipared to the 
imaginative approaches of the young. Hence, it has been difficwlt to draw the ^ 
attention of policymakers to the fact that we are likely to liave \ dispropor- 
tionate nuniber of older scientists and humanists during the I980's, and that 
the share of younger teachers and researchers will be^well beloiv previous 
levels from 1985 to tht^ end of the millennium. 

(K course It is not absolutely ijecessary forscientiftc theory, humanistic 
research, or higher criticism to be created in a university or research setting. 
Since many of their corporate anjdl government jobs willr^^re less than 
their full energy and coimnitment,lhe creativity of the underutilized intellec- 
tuals could be stimulated in avoca|tional, rather than professional, milieus- 
Separate milieus suslained the creajtivity of Darwin, McCauley, Gibhon and 
Mill as they worked at unstimulating jobs. Non-academic centers of this sort 
heed not be located at universities. They might be developed independently. 
Their chjincesit of survival would be better if they were free-standing, rather 
^ thati grafted onto colleges and universities whose faculties might resent the 
work of pi^tential competitors and possible scabs. Just as businessmen meet 




at Kiwanis and Lions Clubs; so would intellectuals meet in small groups, 
adapting (he idea of the salon to the American way of life. 

The alternative to this eventuality'is to provide non-directed think tanks 
for intellectuals, if half of all doctoral recipients were given a chance to 
prove themselves prcxJuctive in these think tanks for perhaps three years, 
and two out of ten of this group were retained there for the rest of their 
working lives, by the end of the 1^80 s the cost of such a program would 
approach $5 billion per year. 

Students f 

One of the most obvious priorities in student aid is to r#se the reim- 
but'sement ceilings in the BF.OG program at a rate greater than the increases 
in the ccvst of edtjcation. This change in the formula will increase aid to 
eligible students who attend somewhat higher-cost schools. As more stu- 
dents move away, from low-cost^ four-year schools and enroll in the states' 
higher-cost flagship institutions, it behooves public authorities to make it 
possible for students from econpmically,weak families to participate in this 
trend. Coordination of state and federal scholarship programs Kmld ensure 
that the children\of the pwr are not necessarily consigned to institutions 
which cater exclusively to the academically unprepared and econonojcally 
weak. ) 

It is also important for public authorities to reallocate ^nds for 
campus-based aid in keeping with the ebb and flow of students from one 
institution to another. The availability of publicly financed campus-base^l ^(i 
is a powerful attraction to students from modest circumstances.' Thej^ is" 
considerable urgency for rechanneling campus-based aid from institutionii. 
which are fosing students to those in which enrollments are steady or rfsfng. 
Yet in the past f^w years nublic policy has moved in the opposite directioii'; 
freezing aid levf Is on the basis of allocatioiis made in the more distant past. 

Iq an ideal vi^orld where the bureaucracy knew the desires of students, 
and students knew that the aid they wereJikely to receive would not vary 
from institution to institution, such .shifts in public funds could be effected 
quickly and painlessly. Ih tRe real world, however, much care must be taken 
to have the money precede the students without it being shifted so quickly 
that needy students are left behind without funds. If funds are moved too 
quickly, t'hey will be distributed to students with higher incomes, al least for 
a while, until the needy students catch up with'them. This would then lead to 
resentment aoiong the better-off students who lose such support, adding to 
the already considerable pressure to enact new legislation to subsidize stu- 
dents in the middle- and upper-levels of the income distribution. 



Whether public authorities should subsidize students who are better ofl 
is one of the two most important issues which will have to be resolved in the 
next few years. (The second issue, the problem of equalizing the costs ot 
attendance in public and private instrtutions. wiJI be discussed a Uttle later.) 

There is little doubt in my mind that pyfitical pressure will force public 
authorities to reimburse better-otT, and possibly even rich* parents for part 
of their childrenN college costs. These parents spend considerably more 
than the average on tuition, and thus do not benefit as much from state 
subsidies to instruction. Reimbursement of the college, costs of students, 
irrespective of fapiily income, would mean a break with previous policy 
which has emphasized giving the disadvantaged access to more schooling. 
We have recently recommended that payments of up to $1,000 per student 
be made available to parents who have unusually high college expenses* with 
tuition costs exceeding a given percentage of their gross income. We fully 
realize' that tl\ese payments will generally benefit persons whose incomes 
place them in the upper qqartile of the income distribution. Unfortunately, in 
the absence of such a scheme worse legislation, such as the tax credit or 
token payments to middle-income parents, will be passed. 

Iransfers to the more affluent are likely to have positive effects on the 
financial conditions of the research universities, a segment of the higher 
education sector which needs both sympathy and attention. Federal pay- 
ments to persons who have high expenses will encourage the research uni- 
versities to raise their tuition. Students* families will not get the major part of 
the benefit^rthe institutions will. On the other hand, parents of students will 
be grateful for the illusion of a subsidy. Some $300 to $400 million spent in 
this fashion might have blocked the move for tax credit legislation which will 
cost at least a billion dollars. 

It is more difficult to judge how the federal government might best help 
to equalize the costs of attt;ndance m public and private schools. Such meas- 
ures would have been much easier to recommend 10 to 15 years ago. when 
there was a shortage of student places. At present and during the next 
decade, as the weaker private and public colleges increasingly compete for 
students, it will be very difficult, politically* to aid either the private schools 
or the students who attdnd them. The federal government has entered the 
field gingerly with the State Student Incentive Program, which reimburses 
states for part of the scholarships they offer their residents. Much 6f this 
money goes to students who attend private institutions. Requiring such 
scholarships to be made available to students who attend out-of-state' 
schools, too. would undoubtedly benefit some private institutions even 
more. This would also be to the advantage of such prestige public schools as 
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Michigan. Wisconsiti and North Carohna. In the future, it may be desirable 
for the federal government to cost-share with states only on rather sizeable 
incentives, such as $1,000 per student for students from* families with in- 
comes under $15,000, and $500 for other students. ^Host of these schol- 
arships would go to *(tudertts in the private schools. 

Affinal thought on smdent aid may be in order. If the public aufjjorities 
continue to value giving students' from modest circumstances access to post- 
secondary education," they.may wish to (:educe their reliance on loans. Many 
of these students will not last the full four-year course of studies and will get 
little economic benefit from postsecondary attendance. In this light, il would 
seem fair to reimburse a higher proportion of the costs incurred by freshmen 
and sophomores who are elijgibj^ for Basic Education Opportunity Grants. If 
the half-cost lirtiitation were waived and 75 per cent of students' costs were 
reimbursed during their fii-st two years of college, the cost of the program 
would increase by some $1.5" billion. 

The changes in student aid which we recommend in order to keep higher 
education enrollments at their previous level may cost as much as $3 billion. 
This price tag seems frightening onlyjf one forgets that roughly the same 
amount is spent on veterans' educational subsidies today, and that these are 
likely to be completely phased out. of the budget by the I980's. > 

Conclusion- 

America's knowledge industry will be greatly weakened if public sup- " 
p«rt to colleges and universities remains tied to enrollments and to the level 
of the nation's economic production. In order to avoid such deterioration, 
public policy for higher education will have to go beyond aid to students and 
tackle other areas of urgent concern. , 

Foremost among these is the probleh of finding suitable employment, 
for a whole generation of young scientists and humanists. These young ' 
people are unlikely to be hired either to teach or to do research in colleges 
and universities. If they are employed elsewhere, their specialized skills will 
be underutilized, and the pace of innovation in our intellectual^ life wiJI slow 
down. 

How can we provide what amounts to sheltered employment for intel- 
lectuals under our present system?' The easiest way would b^ to subsidize a 
few research universities to continue expanding their faculties and thus take 
care of the cream of the crop of graduating -doctorates. However, this is 
unlikely to We popular during a period when a number of smaller, possibly 
less distingvished. but much-loved, institutions will be forced to close their 
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doi)rs. Our political sys|em is better attuned to helping classes of persons, or 
institutions, rather than to funding programs based on merit. 

Yet, unless billions of dollars, at present prices, are found to support the 
generation of scholars which will' go into the work force in the I980's. we 
may be entering one of the darkest peritnls of depression for academia. The 
problems of tine-tuning aid to students » or responding to the pressures of the 
middle class for a share in student subsidies, loom large only inasmuch as 
they are likely to reduce the funds available for this operation. , . 

Parental or student resources are not likely to play a major part in 
determining enrollment levels in the next decade, as long as present aid 
programs are in place. On the othcf hand, giving students from families of 
small means a greater choice of schwls may require^ drastic restructuring 
of the distribution of this aid. It is to be hoped tfiat these administrative 
problems will not steal the limelight from the real policy issues. 
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IV 



Some Unconventional 
Scdutibns 



Goo^^licy planning should aliticipate the unexpected, and a very 
persuasive argument can be presented to the effect that college en- 
rollments may plummet even more drastically than is generally an- 
ticipated. . ^ • / 

By the mid*l980's, the cohort of 18-year-olds will contain 17 per cent 
fewer members than the comparable cohort of the mid-1970's. The total 
number of youngsters eligible to enter the labor market will be considerably 
smaller than it is today. This means that, most likely, iSBtead of worrying % 
about teenage employment rates of ^^mg 13 per cent, we may be decrying 
the shortage of young workers! Therefore, government siibsidies, such as 
scholarship and loans for.college students, which reduce the i^pr partici- 
pation of young persons, could well fall into disfavor. With highly educated 
workers still itvoversupply and still burdening the labor market, the knee- 
jerk reaction*may be to get the kids out of school and into jobs. * 

* V. 

By then the implicit social benefits from more education and the social 
demand for fnore schooling \yill be balanced on a knife'^^edge against the 
more tangible benefits from jobs. This may lead sonie to argue that the 
governfnffnt has no business giving young people the incentive to invesya^^ 
relatively unpiroductive highei> education which keeps them away from||^^ 
ductive work. Such arguments will be most convincing with respect to mar- 
ginal students who are not likely to complete fouryears of college education 
and for whom a few years of additional schooling would prove least profit- 
able economically. 
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I herc has been considerable reluctance to make realistic. preparations . 
this eventuality. I\ducatc>rs and pi>licymakers have been much toi) con- 
l^ned with shoring up today's shaky system to think about hypothetical 
lile, analysts who are distraught about the present surplus 
tes have been advocating charging fult cost for higheiurdu- 
cation, and re),^ing on the market to balance the supply apd demand for* 
gnyii^ates. 

ITiere is increasing agreement that our system of subsidizing both stu- 
dents and. institutions should change. There is ho agreement on what should 
bedone. Below we discuss thi^e possible ways of changing the system. The 
tin^, and mpst bnltal, was conceived by laissez-faire economists; it advo- 
cates that students pay the total cost of their education beyond high school- 
and, it need be, finance that co.st through loans. Jhe second, diametrically 
opposed* to thetlrsl. envisages that the major share of instruction and living 
expenses be shouldered by public authbtitieS; it is essentially the Swedish 
model. We also present a third, new and eclectic model, which channel^ 
subsidies to part-time stUdents and to a few, selected, full-time students. 

,The Laissez-faire Economists' Prescription ^ . 

Economists who regard education as an investment in human resources 
'would prefer each student to beaf the full burden .of the cost of higher 
education. In this way, they hope to reduce the demand for higher education 
and balance the supply of jobs requiring this level of training with the 
nijmber of persons^ who continue their education beyond hi^h school, 

TKese economists' prescription is justified by concern about the fact 
* that subsidies to higher education benefit the rich disproportionately. It 
makes these economists ^uneasy that only half of a given cohort enrolls in 
college, and that the very people most likely to be blessed with High incomes 
as they grow older enjoy large educational subsidies from public moneys, 

. • ' Colfbf: ted by taxes on less affluent groups. Therefore, they would prefer to 
charge the ftill cost of education to studenfs, withr the students' fees and 
living expenses financed by loans if necessary and/or desired. They insist 
that such loans be freely available at the market rate of interest, and that 

' ' • public authorities be made responsive for satisfying the loan demand, to 

eliminate the imperfections in the capital market. 
... » . ^ 

NotiilT economists agree on how such loans ought to, be repaid. Some 
advocate conventional borrowing with long repayment te/ms, others pro- 
pose that the loans be repaid in proportion to the recipients' incomes. 

While there is nothing very complex about repaym^t forndttias for con- 
ventional loans (except getting students to repay them), a. variety of repay- 
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tncnt scheiOuleSihas been proposed for income-contingent loans. Some 
would set repayments at a straight percentage of the borrower's income. 
Others would set repayments at a percentage of the borrower's income 
above a certain amount. Considerable imagination has gone into proposals to 
equalize the burdens of contingent loans between spouse's, and to make it 
possible to "buy out" of the jjcogram so as not -to scare the potentially 
atYluent, etc. ' 

Rather than describe all these flights of ingenuity, we shall limit our- 
selves to an evaluation of student loan programs in general. Clearly, if the 
benefits of higher education are translated only into higher earnings" and 
accrue to students rather than to society at large, the present system of 
financing education beyond high school is unfair and loai^ would be much 
fairer. " 

Wheth^f; these loans should be conventional or income-contingent, 
however, is open to argument. .Advocates of straight loans argue that the 
price of entry to the escalator for success should be the same for all entran<s. 
and that the most gifted, or lucky, who parlay their education into higher 
incoi\ies later on should not be penalized. It is further argued that contingent 
loans are likely to attract persons with marginal abilities, who may view their 
participation in higher education as a low^cosMottery: If they acquire more 
saleable qualifications, so much the better; but if not. the penalty will not be 
very high either. This criticism of contingent loans applies particularly to 
loans which tax only incomes that are above a certain minimum. With such 
loans, the lottery will cost much less to those who benefit least from higher 
education. 

fty contrast, advocates of contingent loans argue that students who 
have to take out large conventional loans to cover both the full cost of 
instruction and their living expends would find the repayment biirden im- 
pose^by such heavy borrowing too much for them in the years immediately 
after graduation.^As their incomes rose, however, so would their ability to 
repay. Another, more tortuous argument goes something like this: It is dif- 
ficult for students Vo evaluate theljenefits »f educatjon in advance, but it 
become easier when lending authorities, which are interested in having Se 
loans repaid, encourage "truth in education" disclosures to students. 

The economic arguments for financing higher education through loans 
are attractive! but there is little chance that such financing will be adopted in 
a period of retrenchment for the po.stsecondary sector. Devices for the ra- 
tioning of student place? sjfculd have been introduced when there was a 
shortage of them. At that time, they would not have been opposed 9s vehe- 
mently a^lhey are likely to be now. Unfortunately, it takes a long time for 



econunuL theory to be dcvebpcd, and by then pqlftical forces may come inti> 
play which make the theoretical prescriptions non-operational. 

Many of my colleagues in the economic profession do not share my" 
pessimism about the prospects of financing higher education through loans. 
Yet I feel that even their optimism is tempered hy realism, for they do not go 
further than to recommend relying on loans more heavily than in the past. 

Since fmancing through loans is noi likely io come about, we will not try 
to trace its potential effects on institutions or faculty. Ixi us ju.st add that 
some advocates of loan financing would like to make sure that studenlN who 
are enrolled in the same school but in different programs pay fees according 
to the cost i>f the program in which they are enrolled. Thus, students in 
cheap liberal arts program^s w^uld pay less than those in expensive science 
programs. I his would le; 
ought 'and what ought noj 

The Swedish Model 



iims wA)uld pay less than those in expensive science 
the fawrtt^ to an agonizing reappraisal of what 
101 to be taught. ^ 



Sofnc educators and politicians favor adopting a very different, but 
equally extrepie policy for financing education, in line with the experience of 
Sweden. There the government takes a much more, active part in financing 
both pi)sisecondyry institutions and postsecondary students. No fees are 
chargechto students. The total burden of supporting postsecondary institu- 
tions is shouldered by the state. The state hits assumed that all persons age 
19 or older are to be subsidized, when attending school. Parents' and 
spouses- incomes are disregarded. Alt students are entitled to a basic grant, 
which is supplemented by a loan bearing a low-interest rate. These loans are * 
generally long-term, with students obliged to repay them by age 50, Post- 
ponement of payments is automatically granted to borrowers who are ill, 
unemployed » or have incomes below a certain threshold. With some 60 per 
cent of all student expenditures advanced by the government in the I970's, 
the- program has facilitated the access of children from working-class 
families and women -to higher education. 

The Swedish travail in administering this system may be of interest to 
advocates of transplanting such a system to the United States, As long as 
there was a brisk demand for college graduates, the system oE^ allocating 
money to institutions worked relatively well. Every qualified entrant was 
guaranteed a place in a university, with the exception of medical and en- 
gineering schools, which kept predetermined ceilings on their enrollments. 
Recently, as the Job market for college graduates soured, an increasing^ 
number of entrants opted for vocationally-oriented courses, just as in the 
^/ United States, This led to a decline in university enrollments and to a strug- 
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gle with regard to the amouni of funds which ditTcrent institutions were to 
/eceivc from the central government. The Swedes then attempted to defuse 
: IhesV controversies by decentralizing the decisions to six regional boards. 
^Ttvs policy is much too new to be evaluated. 

It is also significant 'that the amouni of grant money for students has 
levvied oft^ in the past few years, and that students with no other source, of 
supfH>rt have had to rely increasingly on loans. ^ 

In the pluralistic American system, support of all mstitutions by federal, . 
state and local grants would require a fundamental rethinking of the respon- 
sibilities of public authorities for the private sector. Various models for the 
support of private schools can be found by looking across thc-Atlantic: The^ 
Swedes gradually took overfull responsibility for their private universities;* 
the Dutch reimburse private universities for the cost of instruction, based 
upon levels in the public sector: and the British channel funds to a number of 
institutions through a grants committee. However, not one of these coun- 
tries attempts to deal with hundreds, let alone thousands, of institutions with 
different standards, curricula and costs. 

Within the next 10 years, the only feature of the Swedish system which 
could possibly be implemented in this country is its financing of students. 
The recent enthusiastic advocacy of aid to middle- and upper-income par- 
ents of college children is sufficient evidence that there is both unease and 
resentment in all segments of the population about paying college bills. The 
"Swedish way** relieves all parents, irrespective of income. 

It would be very difficult to adapt this to American reality, however^ 
With a postsecondary system in which fees vary from^jnst^^ to institu- 
tion, floors and ceilings for reimbursement of these fees would have to be 
established and, probably, a uniform living allowance added. ^ 

At current cost levels, such a program would require disbursements of 
close to $18 billion for undergraduates, and probably an additional $2-$3 
billion if graduate and professional students were made eligible. Even on the 
assumption that the number of .students would not increase^ it is likely that 
wit1i a practically universal system of support, tuition and fees would. The 
cost of the program might then escalate (at current prices) to, say, $25 
billion. It would remain equal to the current level of student aid only if grants 
were kept to 15 per cent of the program's cost. In this evqat, students from 
poor families would have to borrow much more than they'do today. 

Institutions and faculties would benefit from this. new approach to stu- 
dent financing, which would provide additional resources to the postsecon- 
dary sector. Both the employment level and faculty wages c^Ml be raised. 
At the same time, as long as ceilings on the level of subsidiesremkined in 
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effect and the lion\ share of the program were financed through loans; 
students would remain coriscjious of the costs of different programs. 

The most obvious disadvantage of.the program is that it would channel 
resources to hitherto unsubsidized well-to-do students. A less obvious 
drawback is that it encourages full-time study, and may^not be appropriate 
for the 1980\s, when there will be shortages of youth-manpower. Neverthe- 
less, proponents of the fully automated. cybernetic society, who anticipate 
no great upsurge in the demand for labor, may wish to keep this pattern in 
mind in reforming student aid. - 

The Eclectic Modd . * 

Realists will not take the classical liberal economists' advic(f to rely fully 
on loans too seriously. Nor will ihey be very optimistic about the possibility 
of underwriting the lionN share of the cost of the higher .education along 
Swedish lipes. Therefore, we have propi)sed another model for subsidizing 
students which would be better attuned to the needs of the 1980\s. We call it 
the eclectic model. 

The eclKtic model attempts to meet the following objectives^: (1) reduce 
students' investment in postsecondary education by allowing them to study 
and work concurrently. (2) allow students to graduate earlier than they 
would under existing patterns of part-time attendance, and (3) at the same 
time, increase the supply of young workers. Schemes that allow students to 
economize on their investment in education are particularly desirable *at*a 
time when the financial returns from additional years of schooling may be 
e.xpected to* shrink. As long as a major component of the investment Ls 
foregone earnings, the obvious approach — short of escalating scholarships 
. as in the vSwedish model — is to encourage concurrent study and work. 

The eclectic model is based on the assumption that the majority of 
young persons are likely to want a taste of postsecohdary education.just as 
they do today. It suggests that they can get it by registering for 2/3 of the 
full-time schcH>l load (8-10 credits) and alsb working some 25 to 30*hours a 
week. Ihis would mean that the students would obtain their bachelor's 
degree in six years rather than four. For their part, employers would be 
' encouraged to split two jobs among three youngsters, a reasonable solution 
since there would be a shortage of young workers. , ' 

To make this plan work, we recommend that part-time students be 
reimbursed for their tuition, fees, transportation and books, and also receive 
a small stipend ($f 50 a month), if they partipipate in the labor force and are 
employed at least 40 weeks during the year, working no more than 25 hours 
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each week. 1 he average stipend per student in this program would amount to 
$1,200. ^ 

This would create an incentive for yoiing people to work and study at 
Ihe same time, thus addressing theissue of youth labor shortages. Concur- 
rently, thii> proposal would make it more attractive for employers to hire 
part-time students, since it would result in more productj^ workers at a 
lower hourly cost. In other words, employees could obtain better quality 
workers, at a lower price, because these workers would receive an addi- 
tional subsidy for their studies. - , 



1 his work-sharing experiment vvould be a success only i^iMKhedul- 
ing, employment anif social-security costs of hiring three persoJHTdo two 
jobs did not exceed the beneficial effects of the subsidy. Perhaps iidditional 
tinkering with the scKial security and unemployment contributions might be 
necessai^y to make the programf sufncientlyatlractive to employers. How- 
ever, we will not know what l^v^of subsidies would be required to make the 
program work until such a BTOgriim is actiijilly put into effect and adjustetl. 

Because of its fmanCial incentives, this program might become so atr 
tractive as to discourage ihe cream of the academic crop (especially potential 
full-time students from fijmilies with modest means) from attending full-time, 
and thus postpone their entry into professional and graduate schc)ols for 
many years. To counteract this trend for the more gifted students, special 
incentives would have to be devised for these students to attend full-time. 
PR)bably as many as half a million students should benefit from such incen- 
tives. We propose copying the British subsidy system: offering generous unit 
scholarships, sufficient to pay a major share of any school in which the 
students are accepted, and making these^ allowances taxable to their parents. 
Thus rich parents would benefit less than the poor, whose marginal tax is 
lower. Some cross-over from one program to the other should also be en- 
.cou raged. 

The gross cost^ of this program may be as high as* $7--8.5 billion in ' 
today s prices, but if all the subsidies are taxable to recipients, it is likely that 
a quarter of the cost will be recaptured through income taxes. The cost of the 
program will depend to a large extent upon the pricing policy which institu-N 
tions adopt in the light of (1) increased support fo^ students, and (2) the 
probably decline in their workloads. 

The fact that the majority of students are likely to be supported will 
certafniy tempt institutions t^yncrease their tuition. The merit scholars will 
not be deterred by this^iticreLse,. however, and it may be argued that the 
pftirt-time students with heavy work commitments will eventually be reim- 
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bursed by the proposed subsidy or el st^ are capable of paying higher fees 
anyway, because of the level of their earnings, ^ 

Fven assuming that higher education is still prized as a sign of status, 
and that the total number of students does not change drastically, the fact 
^that many more students will attend schcK)l part-time is likely io result in a 20 
pet* cent decline in institutions* workloads. 

The Impact of Part-Time EnroUnjents on Institutions and Faculty 

As a result of conditions in the labor market which make it easy for 
young people to find jobs, or changes in student aid which encourage work 
concurrent with higher education, a much higher proportion of students 'may 
opt tor part-time study. Perhaps they will again become increasingly 
oriented to the humanities, swial sciences and general education for their 
own sake, even though they <x\i\y realize that such subjects will not be of 
much practiciij use in the world of yk^iffk. On the other hand, the fierce 
competiliort for jobs is more likely to'inolivate students to choose practical 
ftelds. Injhis case, accounting, business administration and training for 
semi-professional occupations, such as drafting, elementary mechanics and 
electronics, etc.. will dominate students' interests. These choices might 
have different effects on different types of institutions. 

While today s institutions are capable of meeting demands for general 
education,, they may require different and possibly more expensive re- 
sources if they wish to offer ' majors * in practical fields. Even such mun- 
dane majors as business require high capital investments in computers k) 
round off the theoretical aspects of instruction. 

In either case, institutions that are located close to large labor markets 
are likely to benefit if students shift from full- lo part-time studies. This is 
particularly true of schools in metropolitan areas, where jobs are available, 
though the increasing suburbanization of white-collar jobs and the conse- 
quent movement of many potential students to the suburbs may jeopardize 
the prospects of some central-city institutions. 

Isolated schools in small towns and rural areas would suffer most from 
the shift to part-time studies. Unless they had some claim to academic dis- 
tinction and continued to attract sizable numbers of full-time students, they 
would have little chahce of limitiiig the decline in their enrolh|^ts suffi- 
ciently to remain viable. This would lead to an increasingly polarized higher 
education system, with ^ ' prestige* \ research schools at one end of the spec- 
>trum. and either trade or low-selectivity schools at the other. 




This dichotomy is not consonant with the American tradition. Further- 
more» the elite schools might well find theipselves in tighter financial straits 
than those catering to part-time students. Assuming that the majority of 
part-time students were employed, their financial capacity to pay fees might 
be greater than that of full-time students who still depend on their parents. 

The part-time students might either attend classes a(^ght during the 
academic year, or use.such innovations in scheduling as intensive weekend 
courses and two- or three-week-long mini-courses. The mini-course pattern 
has been tried successfully in the U.S.S.R., providing part-time and corre- 
spondenle students with access to intensive tutoring before examinations 
and to physical science laboratories, neither of which could be made avail- 
able during the normal academic year. 

There would be a risk that institutions which catered to part-time stu- 
dents might become either schools for generalists or trade schools. In the 
former eventuality, their economic value might be low, but their social value 
might be considerable if they contributed to greater sophis^cation and cul- 
tural awareness in the general population. If they became ^^Kj^chools. they 
might have more economic justification, but employers wcflPfTeap the bene- 
fits and an important part of our postsecondary subsidic might become a 
hidden investment credit to business. 

Meanwhile the colleges that continued catering to full-time students 
might become escalators for ''top managers ' and other professionals. This 
would lead to a considerable change in orientation. At present » much of their 
faculty is oriented to training future university teachers. However, this 
source of demand will virtucilly dry i\p\ - ^ 

If an increasing number of students attend courses part-time, mostly 
evenings and weekends, the temptation to hire part-time faculty to teach 
them may become hard to resist. Part-time teachers cost less, since they are 
paid a^ fraction of the salaries of full-time teachers and do not benefit from 
any of the fringe benefits. They could easily be recruited in urban areas from 
a large pool of persons with advanced degrees, many of whom might be 
eager to enhance their status by establishing an academic affiliation. 

If between a fifth an a third of all instructors taught part-time, this would 
wipe out all net new openings in acac^lnia and research. The need to salvage 
promising re'searchers would then become even more acute in the next ten 
years. Instead of a $5 billion program to stockpile promising young re- 
searchers, we might have to devise a program costing $10 billion. The alter- 
native is to watch a whole generation lose its skills through lack of use. 
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Summary 

Three possible approaches to student fiiianciiig have been presented: 
the laissez-faire economists' approach, the Swedish mixJel and the eclectic 
model. All three are radically different from the rather puritanical, need- 
based approach which is generally accepted tinlay. Kach one addresses the 
needs of society somewhat more flexibly than the present system, which was 
devised to suit conditions which no longer exist. In the pas!, when the social 
^ return from higher education was substaotiaL it was sensible to equalize the 
chances of poor^and rich in the degree sweepstakes: today, when theiceturns 
from winning the ractuire less certain and hence the social returns are lower, 
a more selective approach is indicated. 

Which 'approach should be recommended depends upon one s value 
judgements. I hus. policymakers who believe in the wisdom of the market 
will tind that increased, and possibly ^.vxclusive. reliance on loans makes 
sense. 

For those who believe that it is better to subsidize higher education than 
tobacco or steel, the vSwedish approach, which requires only the smallest, 
sacrifices from students who pursue their education beyond high school. wiM 
have a great deal of appeal. Under this system, students who did not co/n- 
plete their degrees would probably lose very little, and. at least in Sweden, 
with its progressive income tax. those who completed their degrees would 
not gain very much either. Since higher education is more widespread /n the 
U.S.. however, the costs of the Sedish approach would be higher he/e. and 
instead of reverting back to the state in the form of higher taxes, the jbenefits 
wmJd stay with the individual. With tax reductions on the hori^ton. this 
approach would be difficutt to sell in the present-political environment. 

The eclectic approach has much to recommend it. It meets the needs of 
the times by reducing the cost of participating in higher education and by 
distributing the bulk of the subsidies td young workers, who soon will be in 
short supply. We believe that it is not too early to propose it, since it is 
different erK>ugh from the' present pattern to require a number of years of 
discussion, examination and modificantion before it is. perhaps, accepted as 
the pattern for our future policy of student aid. Unfortunately this approach 
does not solve the problem of how to safeguard and use highly-trained. re- 
searchers and academics in a period of declining enrollments SThe need for a 
manpower policy that would achieve this looms large on the horizon. If our 
guess is correct, it will also weigh heavily on federal budgets in the next few 
years. 
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Can Policy Be 
Turned Around? 



♦ ^ 

Federal policy for higher education has tried to-satisfy a multiplicity of 
claimants with rather modest amounts of money. The principal re- 
sponsibility for supporting the cost of instruction in higher education 
rests with the students' parents, the students themselves, state governments 
and private philanthropy. Federal subsidies started to play an important role 
in this area only recently and indirectly, through assistance to students. 

The federal subsidies can be divided into three categories. First, a most 
heterogeneous and wide-ranging package of aid originates in the Education 
Division of H.E.W.; second, funds Tor research, development and graduate 
studies are provided by a number of agencies with narrower interests; and 
finally, there are substantial transfer payments to veteran^ and orphans. 

The last two types of programs cannot be relied upon to solve any of the 
fundamental problems in our systeim of higher education. The level of out- 
lays for research and development, the stipends to graduate students, and 
the sHpport for veterans and orphans are set either with specific national 
goals in mipd. or as a result of pressures from specific groups of be- 
neficiaries. They are generally distributed to the advantage of those wbo are 
already in the system, rather than those trying to get in. It would be imprac- 
tical' to try to use these funds to solve the problems of specifi^' categories of 
schools or of students. Therefore the burden of ''doing something" to help , 
higher education adapt to new conditions in the next ten years will be borne 
either by some new organizations, or "by the Education Division. 

* 
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It is riot -easy to change the direction ot educational programs in the 
present politi.CiJ climate. Especially in the recent past, Congressional propo- 
sals to add money lo higher education hiive been motivated by political 
considerations rather than by considerations of long-range policy {vide the 
tuition lax credit). Ihe limited federal role in education and the continuing 
unwillingness to expand this role by spending more money result in a chaotic 
appropriations process. 

Hver since the middle of the Johnson Administration ^ Congress an^Tthe 
Kxecutive Branch have had>ditTerent priorities for higher education legisla- 
tion. When the Administration tried to put a limit on spending by eliminating 
some programs, C ongress continued to fund them. 

Because of this ditTerence of opinion. Congressional staffs have increas- 
ingly pushed for more detiiiled administrative provisions to be included in 
the legislation itself. Hence, the hands of the Hxecutive Branch have been 
tied, and it has rtot been possible to change the orientation of several pro- 
grams so as to till existing needs, rather than serve the clientele for which 
these programs were designed a decade ago. Innovations by the Administra- 
tion have proved to be sure-fire recipes forMrouble. Only small programs 
have escaped Congressional scaitiny and havejbeen allowed to zig and zag 
with the needs of the times. 

• Hducatiori^does not easily submit to rational policy ^anning^nd higher 
education least of all. Everyone in Congress has had at Ieas1((|^ years of 
exposure to education and most elected representatives still haVe close ties 
with college presidents ctnd professors. Thus, the best laid plans of budget 
peoplaf'arkl planners concerned with the. public interest are not likely to 
receive a sympathetic hearing on the Hill, unless they a^e consistent with the 
moment's political priorities. ^ 

The Education Division may never, have the opportunity to impose a 

rational policy because of these diverse influences on the legislative process. 

Unfortunately, the responsibility for innovation must rest with the Division 

because of the open-ended nature of its mandate. The principal 'piiece of 

legislation through which it channels money to colleges and universities and 

their students is the Higher Education Act. This law has been amended 

repeatedly and now serves several different purposes. The lion's share of its 

funds currently goeslo student aid that is designed to equalize access to 

postsecondary education among children from different income groups. In 

addition; small amounts of money are allocated to adult education, libraries, 

schools that have financial problems, and some graduate students. The au- 

xhority of this Act is due to expire soon, and preliminary discussions of new 

•^jiolicy initiatives. have begun within the Education E)ivision, ' 
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Current Concerns 

It is surprising to what extent past concerns still dominate current dis- 
CM.s>>.|ons of policy alternatives. Much of this conservatism is due to the 
absence ot any incentive to f^roaden these discussions. The constituency 
which the Kducation Division serves is both fractured and re4.istynt to 
change. The junior colleges: the senior public institutions, the private 
NchtH)ls, and the eHtist institutions with strong graduate departments all 
carry on separate lobbying operations. Although they have enough clout to 
abort ettprts to change legislation, however, the members of this consti- 
tuency have been unable to agree on new legislation, or propose legislative 
innovations of their own. Quite recently they have lobbied for rfiore money 
trom the federal government, backing measures which- would give each 
group a proportionate share of the increase. Most of the time the Administra- 
tion IS too busy beating otY thos^ raids on'public funds to bring up questions 
.relating to the national interest. ()r to try to alter the distribution of aid in line 
With each group" s previous share of the moneys. 

This atmpsphere casts a pall on the creativity of the Education Divi- 
sion, making it too timid to entertain any .larger vision. Whether they are 
career or political appointees, most members of this Division feel embattled, 
unappreciated, and underrepresented in the high councils of government 
There is a pervasive feeling that for every desirable innovation, constituen- 
cies have to be bought off with more money for less desirable goals. 

Within government, and especially in the Office of Management and 
Budget, the Education Division is perceived as the tool of the educational 
establishment, which tries to extract as much money as possible from the 
federal treasury. On the Hill, its image is one of a lumbering, ineffective 
bureaucracy which ^^ould be replaced by a check-writing machine. 

In' fact, however, the Education Division is more complex. It shelters a 
small band of idealists who are concerned with equal access to education, 
and a much larger group of battle-scarred veterans^ , who defend their pro- 
grams against criticism and cenlent alliances which allow these programs to 
grow. The principal wealcness of the Education Division is its failure to 
become a center for hard-headed planning for all of education. 

Because of its present timidity, the Education Division's innovative ac- 
tivity has been directed to periphei-al fields. Thus it displays considerable 
enthusiasm about doing something for adult education, helping black col- 
leges, and opening the doors of graduate schools to minorities. In the area of 
student support, some lip-service is paid to giving students from disadvan- 
taged backgrounds more choice of instianions. and to giving wealthier stu- 
dents more opportunities to borrow. These issues were formulated in the 
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1%0's; nothing new has been added> nor has there been any direct cogni- 
zaoce of the changing conditions which make these issues less relevant 
today. In the field of adult education, for example, the shortage of upper* 
level jobs now makes mid-career education less likely to pay off. The federal 
government's integration efforts and the decline in college enrollment have 
put u new face on the need to aid developing institutions and black colleges. 
And the likely surplus of Ph.D.'s demands a careful reanalysis of the pro- 
grams that encourage minority students to enroll in graduate, if not profes- 
sional, programs. 

Tht New PrioHties ' ) 

Nowhere in the "present agenda of the Hducation Division can one find 
any p<ans to deal with the issues which are likely to \fc of top priority in the 
next 10 years^ Two of the three issues below have been preempted by such 
other organizations as the National Science Foundation and the Foundation 
for the Arts and Humanities. During the next decade, we shall have to take 
action to. 

(1) save a generation of scientists and humanists who will not be able to 
find suitable jobs in academic and research environments. 

(2) safeguard the intellectual potential of the research universities, 
which will not be able to afford to hire the young staff that would allow them 
to remain creative. or renew thfeir intellectual capital, and 

(3) re examine the. programs which channel aid to economically de- 
privcdstudents, lest the new/availability* of jobs for young workers which is 
expected in a few years lures them away from continuing their education. 

These are major issues, and they will be difficult to resolve — 
particulariy now when, for the first time in decades, higher education is 
taking on the characteristics of a stable or declining ii)dustry: not only is its 
clientele shrinking, but the value of its marginal product is also declining. 

As those who are in the political mainstream of Washington know, 
declining industries with strong lobbies usually put up a desperate fight to 
have their resources shored up and to protect themselves against the de- 
leterious effects of the market. There is little doubt that higher education will 
muster its backers and put pressure on the federal government to escalate 

k support to all institutions or, failing this, to those institutiojis which are likely 

1 to sink in the unfavorable climate of 1980 to 1990.* 

The drive to preserve existing institutions will also result in pressure to 
pass legislation encouraging students to enroll. There will be campaigns to 
fill the empty seats in colleges and universities with the old, with high school 

\ 

-56. 

o • •• • ■• 

ERIC 



dropouts, and perhaps even with bureaucrats, who may be directed to ac- 
cumulate coUege credit before they can be promoted, or possibly to keep 
their grade. The small victories achieved by egalitarians against cretlen- 
tiaiism in recent years are likely to be wiped out. 

More important, the large number of college graduates' among new en- 
trants into the labor force may encourage a kind of educational escalation. If 
credentials play a large part in determining earnings and access to "good" 
jobs, the recipients of bachelor's degrees may feel increasing pressure to get 
one'more degree to enhance their employment prospects. This trend would 
run counter to all efforts to rationalize the demand for education. 

ThejQovernment's DOemmii 

The changes which must be made "are easy to summarize, but difficult to 
implement. It is essential to introduce new programs to put educational 
legislation in step with the needs of the times without sabotaging the social 
progress of the last 15 years. The. old priorities— equalizing access to higher 
education for all income groups dnd increasing the retention of students from 
the deprived families— should not be lost. At the same time, we must redi- 
I'ect subsidies to increase the proportion of young persons who opt for work 
without reducing their opportunities for posts^condary study! 

It would be easier to deal with tomorrow's problems by siipporti'ng 
legislation that would increase funds for traditional constituencies than by 
fighting an uphill battle for new programs. Nevertheless .^there is an urgency 
to begin reorienting our programs. We need funds for the researchers and 
thinkers who will be graduating in the near future, in order to prevent a brtfak 
in the continuity of the nation s research establishment and a resulting loss 
of potency. New administrative mechAisms must be developed to move 
resources into programs that will maintain the thrust of our research. 

First, however. Congress must be convinced that the surplus of Ph.D.^s 
is not ephemeral, that it wilt plague us for at least a couple of decades— 
certainly until the end of the millennium— and that it results from' little 
demand. Thus, limited efforts to finance young Ph.D.'s for a few years after 
graduation would merely postpone the problem, without solving it. 

In order to tackle the problem effectively, policymakers will have to 
nldke.some important decisions; how many researchers should be sub- 
sidized? How they should be chosen? What performance criteria should be 
estabhsbed to make them eligible for continuing support? 

There are no clear-cut models for us to follow. Unlike European re- 
.search institutes, government-ruq laboratories and research organizations in- 
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the U.S. ;ne aot dominant in their fields. In some fields, such as anthropol- 
ogy. Jtteratuie and philosophy, there are no giwernment sponsored centers 
at all. If a new mechanism requiring a kmd of triage of intellectuals is estab- 

Jishcd. vome thought must be givcjnio who would' make the crucial choices. 
l*o what extent can we entrust them to academia. w ith its intriguvjs? Should 
wo develop some sort of commissions or panels that could exercise their 
choice frecfrom the bigotry of institutional loyalty'/ In order to keep support 
for rCrscaicherv wi(hin reasonable* financial bounds, the triage of til e worthy 
would\ia^^jjitH^i'epealed again and again. .And after that would come* 
further decisions about' the renewals of grants: how often should they be 

> renewed, and by vvhi>m'' 

It vCoukI be tempting to try to solve the problems of the research univer- 
sities an* researchers simultaneously. But if so. how" would thes^e ^iniver- 
sities be chosen*.* Should we support outstanding departments, o^imit our- 
. selves to outstanding institutions'* Argumenrs ii|iound for either policy. wSup- 
porting mftsia'nding departments by offering.' them ^*free** researchers or 
teacher^ Wjuld spread the program among many more institutions. This is a 
potential pru>. On the other hand, this policy would run the risk of blocking 
thc^kind of breakihraughs that result from the. cooperutiop of researchers in 
several disciplines. I'he synergy' could well develop between discipline's 
which uirc not cooperating today. Or perh;ips, in order to aVoid charges of 
favoring a few elite institutions, if wtnild make sense to establish regional 
centers only loijsely affiliated with universities. 

Diftltuilt and political I y^scfuutive as fhe problems; of our research pos- 
ture may bi?. they are dwarfed by the^challenge of reshaping student aid in 
such a way as not to' penalise marginal, entrants to postsecondary institu- 
tions. C urrently, the federal governmcnUv subsidizing the cost of a no-win 
lottery ticket for two f>ut oT tha^e tfcon\>micallV deprived students. These 
students are not likely to complett^^four years of higher education, and they 
will not be rewarded for their foregone incomes while attending school. 

• While it is well ;^nd good to approve ^.>f the cultural benefits pf posl- 
seci^dary t^duca^ion. the e^'onomic costs to tlie children of economically- 

*weak parents U>om very large in establishing the cost/benefit ratios of this 
education. JSixty per cent i>f alKstudents and the ^vast majority of students 
^j^i K)w-in^come liimilies go to college in order to get a better job. If better ^ 

'jobs^ire notJikelVto be available to mjirginal students, most of wi^om-eoTnV 
from f>oor families, it is wrori|y^ encour«^uch stydents'to give up ckj^- 
ings in order ri> participate in higher edut^jpn. 

It would be even^moie cruel (o close the doors of higher education to 
smart-and motivated but ill-prepared students, however, especially to those 
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whose academic. detlcijjncies are due to the environment in which they grew 
up. or the schiK>Is thtfy attend^i. One can be practical without being elitist or 
prejudiced against late bloomers. If one prizes siKial mobility as much as I 
dw. one insists on preserving the opportunity for young' people' to bet on 
themselves whatever the odds. I am urging, though, that the price of the bet 
be calibrated in such a way^s to give riVarginal students a large number of 
options. * ' . , 

The proposals to promote work and study which were described in 
Chapter Four were designed\/ith precisely this objective in mind. In prac- 
tice, such proj^iams would have to give students the opportunity to cross 
over from the work-and-stui|y program to the full-time program, if they so 
desire". At the .same time, the better students might need a chance to compete 
for ^scholarships which wtnild allow them to study full-time. 

Fhe introduction of heavy subsidies for work and study and the full-time 
scholai>ihips foi-out'standing students would totally change the federal schol- 
arship effort. Although it seems easier and miVe convenient to subsidize 
students on the basis-of certain measurable economic attributes, this must be 
abandoned. Instead, public authorities must take part in the process of 
selecting students who will be placed in specific programs on the basis of 
achievement, despfte the political difficulties involved. 

Some may call these suggestions impractical. They certainly- do not 
build on the co/y relationships which have already been established, and 
wfiich make fhe political survival of programs possible. Civil servants and 
political appoint^^es would find it easier to continue with the care and feeding , 
^of existing pri>grkms. 

Yet our review of likely developnients in the higher educatiot\ sector has 
coifvincefl us that the existing programs, operated in conventional ways, will 
not solve>the problems of higher Education. If ctjjieges arid univerJiities were 
all alike and their proilircts fairly uniform, one could produce an orderly 
shrinking or decompression of higher education by borrowing from the prac- 
tices commonly used in sheltering declining industries. Otre coufd try to give 
subsidies based "on som« parity, as in agriculture. protec*lion from foreign 
competition, and. possibly, subsidies to exports. Unfortunately, higher edu- 
cation is unlike any other industry, both in process and in product. Its 
institutions have served different missions. Spme institutions are essential \o 
maintaining our intellectual leadership. Others have* such important goals as 
supporting our technological leadership. fiilfiHing vocational training needs, 
etc. Thus, in the difficult periixl ahead, the key officials in charge ofsubsidiz- 
ing higher education will bave tcvmake choices based on the relative impor- 
tance of the mi.ssions. and will have to put their judgement on'the line. Until 
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now, they have never done this explicitly, and it is urgent tor them to 
establish their credibility soon. ' ^ * 

Probteittfi» of fnmdtioii 

Quahlum leaps/in policy take a great deal of time and energy — 
esfiecially when they require abandoning some objectives and replacing* 
them with new ones. Old constituencies have to be paqified, new constituen- 
cies must be formed^ public opinion and political alliances must be culti- 
vated. ^ y 

The ciirrent organization of the federal government does not prevent 
these steps from being taken, nor would any reasonable reorganization of the 
Education Division. Starting tomorrow, some modffst stefts could be taken 
to build up the capacity of the federal government as a planner of the future 
of higher education. y 

For example, the federal government could pioneer in introducing 
work-and-study programs, both in order to show that such arrangements are 
practical, and to gain experience in ironing out the difficulties involved, 
many of which cannot be foreseen today. If employment for 25 or 30 hours a 
week could be provided for students who study two-thirds time, the effect of 
this combination on the performance of these students could be obseAced. 
Federal authorities are in a particular good position to start such a program: 
Their experience with part-time employment of professional women would 
come in gooii stead to^admintster this innovation. 

A program for some 20 thousand Presidentiiil scholars, chosen on* the • 
basis of tests and recommendations similar to those used to award Merit 
Scholarships, could also be offered. If the proceeds of the scholarships were 
taxed to the . students* parents, the net cost of the Treasury of full-cost 
scholarships, covering both room and board at institutions where the schol- 
ars are acceptedv should not exceed^70.million in 1979/80, 

^ Such innovations would send a signal to the Hill and^to the educational. 
Community ttiSt the Education Division has a leadership potential, Tbe Divi->w 
sion should continue to change its image by becoming th^ mediator .between 
other bureaucracies and the education establishment, particularly the re- 
search universities. It should attenipt to cesolve trivial misunderstandings, , 
remove unreasonable requirements, and suggest measures to cut the costs of 
meeting federal regulations. Nothings would be more in the spirit of the 
current Carter Administratioa. A small step in this direction could ^ taken 
in connection with equal employment opportunity programs, for instance. . 
The Division could bring some realism to the colleges' and universities* ^ 
previously agreed hiring.goal$^ the light of ttie current slow-down in hiring. 
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provide a common data base to help institutions cut the costs of their sub- 
mi^sioQs* and take the lead in cutting down the need for multiple sutnnis- 
sions to different agencies. These are small steps indeed « but they woyld be 
viewed as significant signals by the segment of higher education Which the 
federal government needs as a potential ally. 

Conclusioii 

. It will be difficult to re-direct the federal government's programs in 
higher education, and it will require going against the mainstream. The new 
proposals may need to be repeated several times before they are accepted; 
However^ they need not fail just because they are different. Federal officials 
have dared ^o promote several other innovations irt higher education in the 
past, e.g.» aid that is channeled directly to the the students *under Basic 
EducaUlLmai Opportunity Grants. Such programs were passed by Congress, 
and are being fuhded adequately. 

Consider the alternatives: Unless work-and-study programs are intra- 
duced« it is likely that an important segment of potential students from 
families with modest means will go to work instead of enrolling in college. 
Thosfc who believe that this country*s progress is best served by a meritoc* 
racy will be disturbed by the prospect of less able persons from ricber 
families gaining advancement ahead of abler but less-educated children of 
Ihe poor: Those concerned with social mobility will be equally disturbed by 
the prospect that children from economically disadvantaged and minority 
backgrounds (Jhose most likely to opt for a* decent job as soon as it is 
available) will lose a chance to compete for the best jobs by not enrolling iln 
college. 

If handled properly ♦ work and study could contribute to the salvation of 
higher education as we know it. Full-time students who pay a high price for 
obtaining a degree cannot be blamed if they choose practical m^ors which 
will advance their job prospects. Part-time students who have access to 
work-and-study programs, and thus sacrifice much less by studying, could 
be expected to experimem more in their choice of courses. Liberal education 
would thus attract more work-and-study than full-time students. Withodt 
work and study« the number of students will shrink so severely as to intro- 
duce cut-throat competition between schools. Sjmply introducing liberal-' 
arts components into occupational programs* as some academics have 
suggested recently « is sure to fail. Schools that are desperate for students 
will undercut any such trend and offer the narrowest programs. Those with 
the strongest liberal-arts component will lose out in the competition for 
students. The losses to the intellectual viability of postsecondary education 
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will be great. Institulu>ns thai are accustomed to dealing with rull-time stu- 
dents muvt realize that their salvation lies in accepting the pattern ofcsimul- 
.taneous work and stud>. * - 

Kven It the wi>i k-and-study programs lake olT, however, we can,, at 
best, anticipate a stable or soniewhat diminished college and education sys- * 
tern. Maintaining the intellectual vitality of our research universities, salvag- 
ing their ability to innovate, and adding new bli>od to their staffs will be a ^ 
separate and monumtMital task. Our decisions in this area will have both 
national and international ramifications. It seems inconceivable to dismantle 
our impressive capacity for traming doctoral-level scientists and humanists. 
It is equally inci'{nceival;»le ti> consign nine out of ten of the newly-minted *^ 
Ph.D. s to jobs outside of the academic establishment. Public policy will 
have to play a key. role in a difficult balancing act which will reduce the 
supply of doctoral scientists and humanists, and increa;.e the number of 
career openings in academia. Our current pattern of employment, which 
turns over young academicians and lets them loose in the real world'* after 
six years in acadef][ya, is both crueLand dangerous. If it continues, by iHeend 
of the millennium we will be short of potential academicians in their forties 
and our research and teaching capabilities will be severely diminished. 

Finally, the maintenance of our research capability is important not only 
in itself, as it affects the quality of life, but also for its role in our national 
security. Several Western Kuropean nations have iTTready recognized the 
need to add fresh bUx^d to their academic and research establishments. Their 
central government budgets are being increased with this need in mind. The 
effects of these increases have not always been the ones anticipated by the 
authorities. In France, for instance, instead of drawing new graduates to the 
research inslitule><^the new programs have enabled older researchers on 
part-time or tei?iporary appi)intrncnls to obtain the lion\s share newl/ 
created positions. Great Britain\s increased academic budget has jusi been 
passed, and it will be iptcresting to find out what happens there. 

In Fastern Furopean countries, by contrast, the prospects for scientific 
research are much brighter. Although these countries face the same demo- 
graphic problems we do, they have much more leeway in renewing their 
research and academic capabilities. ^Not only are fewer of their high school 
graduates presently enrolled in higher education, making it easier for'enroIN ^ 
ments to grow, but the size of their faculties can be increased throDgh admin- 
istrative fiat. Furthermore, this fiat can be justified quite easily, sinee their 
class sizes are now very large and the remjjneration of their teachoil is 
relatively low. The recently expressed interest^f East European academics 
in methods of conducting small seminars, instead of traditional large lec- 
tures, is a straw in the wind, showing the thinking of their Ministries. 
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We should not be stampeded into an ineffective, artificial expansion of 
our poslsecondary system because of geopolitical consideralions J^iAvever. 
If we draw careful plans to provide worthwhile careers for the more gifted 
priHlucts of our graduate s^hiH>Ls. we may yet keep up our leaArship in 
science and the humanities without astronomical outlays. Unfortunately, if 
wc do not establish the mi,nimum level of employment opportunities to meet 
ourginils, we shall waste either resources or people. ^ 

It is essential to introduce innovative government policies for educat^)n 
in order to remain where we are. Otherwise we will slide back in social 
policy, research capability, and quality of life. There can be no better argu- 
ment for change. 
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* by Joseph N. Crowley 

It would he appropriate, perhaps, to begin with a refurbished rendi- 
tion of the old saw abojut the two types of people in the world. In this 
instance, the types would be. first, those who view with alarm and. 
second, those who view with alarm those who view with alarm /l would for a 
moment— but only for a moment —categorize myself as typeiiumber two in 
reacting to Joseph Frtwmkirf's essay. That is to say. I am a fciit alarmed at the 
alarmism evident in Mr. Froomkin s claims that the next t^n years "will try 
the souls of those connected with colleges and universities" and that "the 
I980's may well become the Dark Ages of higher education . . ." The prob- 
lems of postsecondary learning in the decade ahead will^no doubt be serious 
ones, but insofar as we can. now envision them, they do not seem quite 
serious enough to conjure up the Dark Ages image. Neither, of course, does 
the evidence suggest. ^ la Pollyanna. that what looms ahead is a higher 
education Renaissance (thinigh. with the renewed interest in cbre curricula, 
concern about grade inflation, ^he likelihood of significant growth in adult 
education and, indeed, with the possible advent of Mr. Froomkin s work and 
study program, the historians of the future could well perceive the decade of 
the 80 s as a renascent period in the life of higher education) 

JOSFPH N. CROWLEY is currently Interim Pfesidcnl of the University of Nevada. Reno, 
where he previtnisly served as C hairtnan of the PoHUcal Science Department. He spent two 
years in Washingion as a Fellow of the National Association of Schools of Public Affairs and 
Administration and as Oirectt)f of Institutional Studies for the National Commission on Water 
Quality. Professor Crowjcy is the Nevada Associate of the Institute for Educational Leader- 
ship, and author of II^L s recent report On the Washington Policy Seminar. 



65- 

75 



I 

1 1> he fail . i rooinkm s cssav is clcail> \\o\ picsciilcd as an exercise in 
^ aliimiism. Smil trying rhelDiie aside, the pielme otTeieil of the years id eoiiie 
IN one thai the author intends should engender cimeern rather ih:\\\ dread. As. 
with anyone called upon to tlnd a path through the tuture. f roomkin is 
torced to keep conipanv with demographers. And. although practitioners of 
this discipline are essential travel companions ot' ('utiiristic journeys, one 
does well to bear in mind their map-reading lin)itations. It has heen said that 
denu)giaphv. m terms i>rits predictive accuracy, has much in common with 
meteorology. The demographer, however, does not make or break your 
picnic possibilities f'oi ti^moinm . he influences your plans for a decade 
hence (although when that distant time arrives, sunshine may well laktf the 
place of the iinticipatcil thunderstorm). 

Vhc demography of the M>SI)\ does give cause tor concern, and F room- 
kin s analysis l etlects that concern. His apprehension finds added support in 
a recent Bureau of Labor Statistics study which reports that, through 19S5. 
25 per cent of the total number of college graduates will take jobs that have 
not traditii>nalK attracted these graduates.' Such projections, together with 
relevant birth statistics and the continued bleak outlook for the national 
economv. sustain f roimikin's argument that now is thc^time ti> undertake 
si)me rational planning. 

The case i\ well made: The problems will be seiiiuis. Dcniogniphy may 
he an uncertain science. It may be both the lurient bosom friend and ulti- 
mate moHal enemy i^f planners. And perfiaps, as Howard Biwen suggests, 
the answer to the question i>f* what level of enrollments is desirable. * *is not 
necessarily that enrollments should merely follow demographic tcends.**-^ 
But in the face of what seems to be coming, planning vv()tild seem to be in 
order. The author is convincing i>n this point, up to a point. After that, his' 
understanding of educational politics takes over and the case for planning 
suffers. 

This is not surprising. If demography is sometimes the long term enemy 
of planning, politics seems ti^ be almost always an immediate one. Absent a 
crisis. It borders i>n the impossible to cn^sage the allegiances of the many 
players of the Washington educational policy game toward any reasonably 
encompassing plan to meet the problems of the future. As F roomkin notes, 

' his suggestions are likely to take a number of years to percolate in the 
capital. By the time the pohcy pot begins to boil, therefore, we will probably 
have reached at least the mid point of the 'S()\. If the author's demographics 
hold up. the policymaking system would thus be reacting (as usual) to" what 
has already /lappened more than planning for what might occur. Recognising 

''^something like this harsh reality. F'roomkin recommends a pilot project ap* 
proach. That approach is a useful one. Politics may- look with jaundiced eye 
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at a fiiij-nedgcd plan, hut it seems willing U\ wmk at a pilot project. One may 
hope tlrid innmative ideas tike those of Mr. f'roomkin can tlnd their way into 
pilot pro\ci toim betoie the decade ot the IWO s - Dark Age or no -is too 
^much iipolk us. 

Ihi: pilot project approach, at least in relation to the [-roomkin propo- 
sals, mav even he more appropriate than a full-fledged plan. 4'he author is 
quite open about the risks inherent in a wi>rk and study ci>ncept for higher 
education. Problems such as possible polari/aljon* among ditTerent types of 
schi>ols, tlnancial diftlcull^es tor at least s^)me institutidns attendant upon a 
changeover io a substantially part-lime student body. thu pAfeniial tempta- 
tion to signitTcantly increase the numbers or.'pari-linLie t'aculty,— \h(\se and 
other problems argue tor caiuion in movmg toward *lhe kind . of federal 
postsecondary policy suggc's^ed^by t roomkryw-I heVipbable impact o^such a\^* 
pi>licy on acadenuc lesearclvand developmcnt-^a question raiseil/again, by 
Mr. f- room km - underscores the need tor circuhfi^pection' in moving from 
concept io implemerftation. And. certainly, great*caiu needs to be takcii in 
considering the ci>nsequences i)f the work and stiidy idea Wit private instMu- 
tions of higher educatn>n. ^ > ^ \ -* 

The cUiihi>r is clearly concerned akuK the luture of the priyate-.educa-^ 
tional seciiM. and. indeed, is consfiaincd* K)[^pointvout Hfeit the problem of 
equalizing public and private school attenftiance Lf)sts is one of #e major ^ 
contemporary educatumal issues\ His p^liL*y propirii|ls, however, do present 
significant potential difficulties for the j>rivi^ilo- skJc/As he indicates, institu- 
tions in small towns and rural areas. ' woujJl suffer mf>st from the shift to 
part-tinK^suidies. Ihese instituttx>nii are nW5of a)urse, exclusively private, 
but a large number of them are. If the 'workplace of the work and study 
program is liKated in a metropolitan aren, as most often ft N^ill likely be, the 
study place will be in the same location. Nonmetropolitan schools would be 
hard put to ci^mpete fiM" students ahd,,aslToomkin observes, couldNffcjel the 
enrollment pinch to a point where their cotitilSJlieijl existence would jbc 
jeopardized. At a Un\c when the plight, or potential plight, /if the private 
schools has become a priority item on the poli(iV\'i^cn2b^- it \vould seem 
ill-advised to move expeditiously and compFchensivelyfoVw^^ with a policjl; 
that might further aggravate the problems of these instituiions. Breneman-* 
and Finn argue, in their recent book on private higher education, that stu- 
dents ought not be pushed io enter particular colleges simply because of 
the vagaries of the ways in which public subsidies are administered.*** Suj:h 
a result may ()htiun it ii wi)rk and study approach is subsidized without <i 
substantial understanding nf its implications. Experimental implementation 
via pilot projects vvtuild facilitate that kind of underst^mding and perhajis 
suijigest appropriate modification of the program as well. 
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It IS understandable that, in undertaking an examination of the future of 
/ higher education, weighty attention must be given to what I roomkin calls 
•consumption components - and • investment effects. - Modern policy 
analysis is much attuned to the kind of utilitarian statistics which permit 
anatytic field ^naishals to deploy across the policy battletleld an army of cost 
bcnetit battalions and correlationist regiments. This is appropriate because 
policymaking, in the end. is a very pragmatic enterprise, though problems 
^ have been experienced in translating the sometimes esoteric argot of the 
analysts into the practical language of decisionmakers. Mr. Frol^kin has 
no problem with translation. I he consumption components and investment 
effects, the Ci>st-bencnt measurements and th«^correlations. are described 
with considerable clarity. Ihe impfict of education on jobs, and vice versa, is 
carefully examined. .So are the relationships between education and such 
consetjuential concerns as st^itus. marital satisfaction and happiness with 
lite. 

It is well that educational policy should rest at least in part on such 
utilitarian foundations. t:mpJoyment in particular^a major focus of the 
l-roomkin essay -is a proof ot' the pudding that policy tasters hunger for. 
Still, one hopes that other important consequences of higher education do 
not go uiuecogni/ed in any rush, or crawl, to judgment on the policy of the 
1980 s. K)r. finally, education must win or lose the game in a democratic 
society on the basis of its capacity to help produce such more or less tangible 
products as tolerance, citizenship; an understanding sufficient to appreciate 
a book, a play, a work of art; and the ability to think logically, to apply 
scientific method, to e.xercise the critical faculty. Froomkin observe."* that 
-tbe cultural benefits of postsecondary education" are significant consid- 
erations, but that economic costs, especially for children of low-income 
parents, are a paramount concern. I-conomic cost factors clearly cannot be 
gainsaid, but ultimately, whatever the course of policy, there are other costs 
(and benefits) that must also somehow be fit into the calculus. 

These are important, if rather nebulous, matters, but we have here a 
very concrete set of proposals to deal with. What are we to make of them? 
The author declares that he was asked to be controversial and innovative.' 
He has fulfilled l\is charge. His suggestions, however, are not revolutionary. 
That is not intended as a criticism, although if the Dark Age does indeed 
descend, revolutionary ideas, will be appiropriate. There are aspects of 
Froomkin s work and study program that characterize that program^ as more 
an extension of current trends than a departure l^rom current policy. The 
program is. jifter alj^ased on an eclectic /nodel which owes something to 
the present as well af to the future. The growing emphasis these days on 
continuing education, on the return of adults to the campus and on taking 
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more years than four ti) complete a college degree seems bound to lead 
eventually towiu-d at least some variant of the policy Froomkin proposes. A 
recent report by the National C enter for Hducaiion Statistics offers tes- 
timony in this regard. The report estimates, for example, that of the 22 
million people enrolled in postsecondary courses in 1975-76, 17 million were 
in adult education, including ^ million part-time enrollees in colleges and 
universities. Registrations irr^iilt and continuing education noncredit 
courses swelled by 57 percent between l%7.f>«\md 1975-76, apd the number 
of 4 year institutions offering these courses increased substantially as well. 
I he report observes also that a bare majority of university and college sYw- 
dents in 1974 had no interruption in their schooling * 

If these trends continue. Washington decisionmakers will 'b^ forced to 
design some altered form of financial aid policy. Something:^in to the 
^propoHals advanced by f rixmikin seems likely to receive seriou\^cH)nsidera- 
tion. * m*^ - \ 

We live in the age— on the whole a bright age. I believe,— of tBe impact 
statement. Ihe environmental original has by now generated a ho^t of by- 
panlucts, which are mainly in the discussion stage but appear de^^iitined to 
take on significi^t meaning for policymakers. Economic impact statements 
seem about to be in vogue: social and family impact statements are seen in 
important quarters as potentially useful policy tcH)ls. Others may not be far 
behind. This development is in many ways a promising one. To be sure, it is 
not without attendant problems, one of which is conceptual. Impact state- 
ments were born out of the ecological perspective, which suggests, to put the 
matter oversimply. that everything relates to 'everything else. That is a 
#<"Oublesome idea for policymakers, not to mention its complications for 
scholarship. But it is an idea that fortes attention on the implications of the 
policy decision, and a concern for implications is unquestionably healthy. 

Some of Froomkin's concerns about the educational implications of his 
policy proposals have already been discussed. There are others that will 
warrant closer examination: The possible effects on manpower and science^ 
policies iux two cases in point. Kducational policy in the era of impact 
statements may emerge lcK)king something like the House that Jack Built. 
And the architects of Jack .s House, or at- least the consultants on construe- 
tion, vyill be the educational lobbies. Froomkin has offered a preliminary and 
partial design v^ich the lobbies, for the- moment, may question. That Ques- 
tioning prcKess*s itself an essential ingredient in the development of an 
educational policy for the 1980 s. It makes fmplications clearer and renders 
less serious the inevitable problems created by implementation. Whether or 
not Froomkin's ideas reach the point of implementation, they wiH very likely 
help to force some hard thinking about how to cope with current trends and 
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h(tvv to proparo tor a fit tut c that ought not be left altt>gL'thor to take cai<' of 
itself. 

I he author notes at one pomt that if the trends and policies of the 
present continue, we can e\pect^o have -''a viable but less excitiny system of 
higher education ten years from now."" lhat is tieither an augury of the Dwrk 
Ages nor a prospect to uarm the soul. .Survival, which is viability sS>ottom 
line, will not serve well as an educatiiuuil goal for the coming decade. Jose|>h 
hVmunkin's essay will help us lift ouui^hts. though we would do well to test 
the wind a bit before we pull the tr3[;ger 
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by Michael b. Usdan 

Dr. Frtxmj^kin's document merits wide dissemination and considera- 
tion among educational policymakers, as well as the general public 
which has such a profound economic and social stake in the future of 
hi^er education. Dr. Froomkin achieves his purposes^ in writing a "con- 
trc^ersial and innovative " piece in a -relatively untechnicil manner." He 
presents in a most readable and informative way a number ofTTfe more 
salient issues which will be confronting higher education in the new and 
difficult, period which lies immediately ahead. /^^Ithough many of his'state- 
ment.s and propositions will be chanenged by both economists and educa- 
tors, ihey merit discussion and debate. In the limited space available, I am 
able to comment briefly on only a few of the major issues which are rais 
the essay. 

Dr. Froomkin quite understandably, speaks from the perspective of a 
long-time professional within tJje federal bureaucracy. He does not address a 
number of policy issijes which would be of great concern to institutional 
heads or faculty members who have a campus perspective such as admis- 
sions requirements, distribution requirements, and faculty prerogativ^rand 
WQrkload. While such issues generally are a#lmitted1y beyond the direct 
purview of federal policy, the point 'is that Dr. Froomkin speaks from his 
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perspective at the f'edeial level and legilimalel> identifies issues that are 
more likely to concern policymakers in the' federal and stale arena. My point 
is not to ciitici/e I)r J roomkin tor quite logically writing from thej^crspcc- 
tivc'Which he knows hest: It is only to caution the general reader- that the 
^.^iUllipitfii policy issues hcHlentifies are. ot course, not exhaustive in scope 
nor. indeed, are they even the priority concerns that might be ailiculated by 
iiTstilutional oi -other segments of the higher education community. 

In cimimenting on some recent .books regarding the qualitative effects of 
education. i)c, i roomkin notes critically that "it-Ls significant that the per- 
centage of [college educated! respondents who'felt that life would work out 
pretty much^a^lhey desired; and that things would work out as expected if 
they planned ahead, declined from to l%8.'* Dr. Froomkin implies that 
this is *signiHtant" because it shows that a college education i?i no longer 
yicwod as the automatic road to happiness. I Would be more inclined to 
attribute a substanti^il part of thirv difference in expectations teethe traumatic 
events aA' that period, including the assassinations of both Kennedys and 
Mruiin Luther King. Jr.. the urban riots of the 60's and the unsettling impaci 
of the Vietn;|m War. These wrenching events surely had a profound. impaci 
on fbe perspectives of young people as ti> their ability to predict and control 
their futures .md produced widespreadamcertaintics which contrasted mark- 
edly with the more comfortable f>ersjpcfclives of the mid-Eisenhower years. 
In other words, just as we frequently ascribe too much credit to education^, 
we must be cautious in blaming the higfier education enterprise for events 
and developments over which it havlittle of do contrail. Indeed: this illus- 
trates how vigilant we mftjsi be in not depending inordinately on the 
explanatory power of some of the data generated by statistical techniques, 
however si>phisticated; toexplainJn causal ways'complex social, ec^unomic, 
political: and demographic devel(:>praents. For example, regai^dless of how 
precise statistical methoilologies and models mig4i^ be or become, their abiU 
ity to predict and anticipate the impact upon the birth rate and 'ultimat^ 
college enrollments of davel^'pmentsjike World War IK the PilL and nior^ 
broadly availiible abortion remain rather limfted. In SIher words, as DrJl| 
Fpi>on\kin acknowledges, ^.\a great deal of subjective development underlies^, 
every prediction/^ Thus, as valuable as statistical ^analyses ipay be as in- 
terpretive and planning tools, -variables will b^M work in the larger society 
over 'which thereis little, control, and developments in higher education, as 
well as in every other policy area, will be deterrtined in part by the soine- 
what unpredictable sociaU economic, and political forces at work in society 
. at la/ge. * • ^ ' ^ 

The reader should bcar'these caveats in mind when reacting to some of 
the Jrtatistical information and resulting judgments found in Dr. Froomkin's 
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^>aper. Foi example; Dr. FriHmiJtin secies to consider it "a criticism of the. 
relevance or quidity of higher education thsi^gfctjate of increase in'oluca^ 
tional attainment has not remained ^'♦Jnst.'iot >(^^|he I94()'s. It seems that 
• this straight line projection analysis i*; some^whafnWair to higher education. 
Fi>r children horn in the I9.S() s to have sho\Vn'th-e same increase over their 
t)arents' educationaJ attainment as children born in the I9.^0's" would suggest 
a rather unrealistic exponential growth curve. Dr. Froomkin notes that had 
^ the previous decade s rate of growth conlinued the median attainment of the 
^ current group would have been close to fmir years of college education by 
1975. By the same token, the median woiAJ presumably be eight years of 
pt)stsecondary education by the I99<)'!j. Atad what about tlje decade after 
that? Surely there are some curves that it makes little'or no sen.stito extrapo- 
.late. 4r 

m'spite this quibbling over Dr. Froomkin s interpretations^^he certafniy 
pii^ioints in cogent fashion many\>f th/lmajof issues facing federal 
policymakers. Hfc discusses hi^>w the Yoiii^l environment in regtirff to 
higher education is changing radiciiliy, Decltnirift^rolLmehts.. decreasing 
birth rates, and changing conditions in the job marjtet ar.e all factors which 
will contribute to a marked slackening^in'the demand for higher education. 
Inititutioos of higher education will be compelled to seek'new types of 
. students including; oWeFand part-time, students who often will spend briefer 
. pericHis of time in attendanctj'at postsecondary educational institutions 

• *Dr. Proi>mkin emphasises the need to reshape federal syfdent aid pro- 
. grams«to acconr^nodate these part-time. oldeV. and frequeijfly less affluent 
-students. He also points out how'the wages,of high schixJ ^^fdiiates in t.he^5 
^ ti) 34 age group-increased faster ( 32'^^") th^^in the wages of college graduates in 
j'th^' lame chrOirokigicaJ band (i^'f) belween 197.0 and 1975. This informa- 
^ tion. while certainly docume^ing a decline in 'the relative economic ad.van- 
, : tage of.a college education, ignores the absojute advantage as well as the 
^ ' pofeAtial non-economic benefits of higher edmii«ftic(^. indeed, Dr.'Frbomkin 
' '*=^\'*^'";'^'*'^"i^unt' these (jon-economic factors- throughout his paper in 
dwnHaying op. even ignoring the political- and ^cultural benefits of higher 
.fduciition. " ^ 

' • • 
>r ,\ Dr. Froorfiikin identifies thcincreasing shjft to*non-credit offerings in 

f»<j.stsecondary education as ti-|piQnal credentiSl.s'are. viewed by niany as 

being le^s ih\portant. This shift'reflects (#ht»nges in the economy as many 

■ Kigh school graduates are opting for progrhms which pcctt/idtfStjeoific prepa-' 

... ^"'^ technical and l(3,wet level blue collar jobs. The soaring costs *of 

*" , higher eclucation 'programs offering degrees and, the sh^^nigkig economic 

value o^uCfh prograrps fu'jjher accelerate -thisNrfend. Indeed, as employ trieht 
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opportunities for college graduates slacken, growing numbers of degree 
holders likewise are retijrning to school to ty^ •rettK)kdV and to rec^ve 
specific job-orienied training. There are paValle It rends in degree programs 
as increasingly job conscious students shift to practical'' majors ingrowing 
numbers . The whole shape oK higher education must ijbe restructured to 
accomnuKlate these non traditionaP' students. 

Dr Jf riH)mkin cogently discusser how the eriviioi^ of teaching positions 
will decrease dramalitaJly 'opportunities for college students in the public 
Hector. The 'TVoposilion 13*^ syhdrome in C alifornia and the **Baby 13s'' 
Vljich inexorably will follow in other states will also curb or limit any poten- 
tiiU growth of government services and further decrease the need for coHege 
trained personnel (iro\^th will be in the private sector with emphasis on the 
production of goods. Thus, both the economic and^olitical justification and 
base of supportforliighcr education is eroding and the federal government 
a.s well as the erlire nation faces critical pohcy questions. One of the major 
questions, for example, is whether or not access to higher education should 
be» broadened in the face of a deteriorating market for^college trained per- 
sonnel The issue is exac^bated. of course, by the recent afflrlnative action 
thrust designed to provide greater educ^ational opportunities for minority 
groups which historically have been denied equality of access to higher 
education. In other words, can we delimit educational opportunities dX the 
very time in our history when sp^ecial efforts are finally being made to re- 
dress historical inequities for substantial segments of oUr population? And 
yet, is it more of a disservice to prepare students ^r non-existent jobs and 
inflate expectation.^ that, cannot be fulfilled becausi of changed economic 
conditions > This is a most perplexing and significant policy question that will 
confront federal, state, and institutional educational policymakers in the 
years immediately ahead. * - # 

Higher: education then, as Dr. Froomkin describes it, is at the 
'''crosiJroitils" and must respond to difficult and altered* economic andpf^Jiti- ' 
ciii reaJitiesi Its age of unbridled growth and unquestioned credibility is over * 
^ . and th^ all-important rather tenuous link between higher education and pro- 
ductivity is under unprecedented scrutiny. As Dr. Froomkin points out. 
there always will be a substantial proportion of high school graduates who 
want a college cducatiog|.for status, career, and other reasons. Larger num- 
bers of these students, however, will be searching for more economical ways^ - 
t of securing the necessary credentials because of the decreasecfmonetary * 
^ rewards to be elicited from higher education. Part-time students, of course, 
present a new set of problerti^to those re>iponsible for higher education. 
()nly a small proportion of traeral aid, for ej^timple, is directed towards 
part-time students and rnore creative student aid policies must be formulated 
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lo meet the needs of this growing segment of the postselondary education 
community. (Imlced. may I add parenthtfticiUly that wha^may be heeded is a 
national media and-print •bhiz" that .will disabuse both Educators and the 
general public'of the still prevailing stereotype of college students as yoi^n^ 
people ^b^lween the ages of 17 and 24 who attend classes full lime.) The 
dynamics of the women's movement and attendant changes in life styles and 
family' structures, of course, have also dramatically altered the ctmiposition 
. t)f postsen)ndary student btnjies with more and more fenrales seeking em- 
ployment and education^ i)pport unities. 

Dr. Fr(,Htmkin points out one positive by proditct of the current Jiftlcult . 
and changing situation in higher edifcation. l)espite contracting resources. 
Ml economic slowdown, retrenchment and. the ravages visited on higher 
• education by inflation, the growing competition for students is generating 
continuing curriculum innovation. Competition for students between and 
, within campuses i.s fostering a healthy student consumerism which is com- ^. 
pelling greater institutional responsiveness to student needs. {i* 

Dr. Froomkin also mention.s declining faculty morale as an issue of 
some consequence. At a time of shrinking resources when'drastic economies 
aVe needed it is not surprising that college. staffs are ai:>pfehensive and in- 
^ creasingly concerned about the future. Education is a labor-intensive enter- 
prise and more than three-quarters of most institutional budgets are alkv 
cated to faculty salaries and related benefits. It is likewise underjtlindable, 
th^it faculty umonishi will grow in such an uncertain environment with job 
. protection becoming the issue of prime importance-. 

The sensitive tenure issue, of course, is directly related. With fewer 
opportunities available to hire new staff, more ahd more faculty members 
are "tenured in. ' There is little or no new blood fed into the* system and 
faculties increasingly will be. older and "locked into" existing positions 
without the vital- leavening influence of new colleagues. This dearth of new 
talent will impact negatively on the quality of bt>th teachinigand research.and 
^ ultimately be quite deleterious to higher education . A dangerous institutional 
arteriosclerosis can set in when mohilrty ceases in organizations. 

Dr. FroomKin urges policies that wiil .safeguard the "pipeline" pf highly* * 
. trained researchers and academicians and not perhiit'" the drying up bf'newt 
talent. (Jur nation would suffer greatly in the future if ways are not fopnd to 
nurture a new generation of needed young, scientists and humanists. Intjeed. 
the creation of imaginative -new ways o( infusin'g new talent into academe • 
mjiy be one of the most significant challenges confronting educational 
policymakers at the s.tate and* institutional as well as the federal levels. Dr. 
Frpom1tinjt;orrectly points out the political problems of sup^iorting an intel- 




lectUiM elite* m iin eOucaliDnal structure that has beci)me so egalitarii^n in 
recbnV years, hut this' critical issue must be contrtnited it our nagship'' 
povilsetimdury Institutions, in paiticular. are U) remain vital and of high 
qUiility^We niuv^t place the high^t priority at the tederal, state, and institu- 
tional levels the generation of innovative policies that will make room in 
posUecondary ejlucation for young talent. Sonieht)w, through techniques 
like provadin^sFK'ciid incentives for early retirement, changes in tenure laws, 
and fiiciliiau6|» career shifts, we must ensure chronological diversity in our 
piJstsecondati; fauilties m a niKgrowth environment. If such policies are to 
be suc4;i:ssfully implcmcmed m the difficult times ahead, faculties and their 
ofgani/ations mUs.t be involved in the shaping of such sensitive and poten- 
ti;UI^ volatile personnel policies * * 

Missing m fX. Krwrnkm s analysis, however,* is explicit acknowledge 
ment of the need tiy a sta«Kdefal partnership in the formulation of policy in 
higher educnlion. Ttie di^rsity^ inherent in our ' noa^system" of .higher 
education must be ii<;kriowlcdgerf;.f^igheN'edin:atio constituencies and 
needs are loo diverse for any single level i>f governmeol to handle unilater- 
ally. Hopefully.. ne\^ federal jniirutivcs. add the possible creation of a new- 
Dei^utment of Kducalio^i will not dampen the freedom of states and indi- 
viduaPinstitutions to be mnovativt'and to respond directly to student and 
local needs- to which the fedcraigbyernment'cannot be attuned. 

While fcd^-ral support is necessary and Wme broad federal policymak- 
ing role is certainly approfSriate. l^he govi@mce and financing of postsecon- 
dary education remain *pnmarily .^-^ite and institutional responsibilities. 
Ideally, joint or coordinated fccjeral-siate policies should evolve in areas like^ 
student tlhancial asf^^^tance.J Wiih^Kp formii^ of recommendations for 
leauthori/ing the HighW»E^ucnaK)n Act imminent, federal policy should be 
predicated up<)n the assunfpiion that there must be continuous and effective 
communication mify statt^ li^gher educiOjon agencies on matters such as 
policy developmen{';..:lqgistati:Ve proposiils. recommendations for funding, 
guideline devclopfneni und administrative activities. Such cooperation 
among state and J^ederal.fi^ilicymakc^^^^^^ much grt^ter importance when 
an industry is declining op Ktilble thap when it is burgTrl)ning. The luxury of 
uncoordinated declsiOnmakiil^.can no loiiger be afforded in higher educa- 
tion. ; ^ V ^ ^ 

I will corij:lude'by hrietlV c^ need to increase the 

niimber of worfcfstudy yi^ions^in higher education. In a period of ''no- 
growth ' or decline. \\ is viialiy ^importtmt that higher education build 
stronger Ji^os^fth the bi^\indss/world (inj^nvate sector. Kducation. if it is to 
sustain bixth financiiU and ppfitical ^iUpport. niust build more of its programs 



around siiciety s manpower needs. Business and education must work more 
closely together in a symbiotic manner. Such CiXipcration benefits both; 
separatism cripples both. Educational programs must become more relevant 
loihe job market; business and industry require a constant flow of trained • 
employees. Both the business and education sectors must create flexible and 
multiple work-study options. Workers should be giyen opporlunfties to re- 
turn to schwl if they wish at given times in their careers. Various entitle- 
ment policies should be jointly formulated by educational institutions and 
businesses to facilitate educational oppivrtunities for employees at various 
stages in their working careers. 
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